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Cold War Council 


HE London meetings between the Atlantic Powers may or may 

not mark a turning point in their collective policies. What is 
certain is that the conference has come at a time when a turning point 
is necessary. One phase in their collaboration has come to an end. 
It is no longer possible to regard Europe as the sole problem in the 
struggle with Soviet Russia. Nor is it possible to think of a separate 
European effort, backed from outside by American assistance, which 
will come to an end in 1952. The general principles of the next 
phase are beginning to be more widely realised and accepted. The 
cold war is world-wide and indivisible. The alliance of the free 
nations must be based upon a pooling of policy and resources and 
must last a generation at least. So much is beginning to be under- 
stood. It is when these general concepts are discussed in terms of 
detailed policies that a feeling of uncertainty sets in. 


It is still too soon to say whether the London talks will advance 
as far as concrete plans for the new phase in the west’s defence. Only 
one suggestion has been made public so far—the idea of an Atlantic 
Council put forward by the French Prime Minister. The concept 
is politically important since the aim of the Council is to transform 
the United States—and Canada—from outside sponsors into equal 
partners. It could and should be an essential organ of consultation 
and decision. It could also serve as a rallying point for those—and 
there are many—who doubt the viability of western Europe working 
alone. Nevertheless, machinery is not policy. It is not from any 
shortage of institutions that the west is suffering. On the contrary, 
there has been a tendency in the last eighteen months to set up a 
new piece of machinery every time a problem becomes too difficult 
to solve by means of the old. If an Atlantic Council means no more 
than an expedient for shelving still further issues which have reached 
deadlock in the Council of Europe or the Brussels Pact Council or 
the Organisation for European Economic Co-operation, or the Anglo- 
American-Canadian Working Committees in Washington, a decision 
to set it up as a result of the London talks would not advance the 
west very far. The value of a new body would lie in the extent to 
which it could help to produce a genuine fusion of strategic and 
economic policies and have concrete plans in operation before the 
present time limit of 1952 is reached. 


Western thinking on the strategy and economics of the cold war 
is still based on two postulates—one, already mentioned, that Europe 
must make its own plans and America will supplement the effort ; the 
other, that each nation must contribute what it can to the general 
defence of the west without risking the prosperity and stability of its 
own economy. The mental revolution needed now is that the powers 
should cease to ask themselves what military and economic resources 
they can afford to devote to the cold war and ask instead what scale 
of effort is essential to its successful eee When the order 
of magnitude is roughly established and agreed, they can go on to 










































1042 


examine how the burden can best be distributed among 
the various partners. It has already been argued in 
these columns that if, on a sober military estimate, the 
effective defence of Europe requires some thirty divi- 
sions, there is little point in the western allies discover- 
ing that they cannot “safely” afford more than ten. 
Equally in the United States, a military budget geared 
only to America’s “ capacity to pay ” may not have much 
bearing on the only really crucial issue—whether or not 
enough is being done to win the cold war. The first 
task therefore for the new Atlantic Council might well 
be the drawing up of common defence estimates. 
Similarly, in the closely related sphere of economic 
aid, there is still no joint machinery for determining 
what may or may not be necessary in, say, the next five 
years. If the western powers would co-ordinate their 
estimates and statistics, they could then attempt to match 
them by a genuine pooling of their joint resources. 
Detailed comparisons of performance are so complicated 
and invidious that probably the best available yardstick 
of each individual nation’s effort would be a percentage 
of its national income. This method of distributing a 
common burden equitably has been used with success 
before and the creation of a common “ cold war fund ” 
would not only provide a valuable successor to the Mar- 
shall Plan, but would give it the solid foundation of full 
strategic and economic partnership. 
* 


Such a concept is inevitably beset with difficulties. 
Although the fixing of a percentage of the national 
income ensures a general equality of effort, it does not 
follow that the local effort will always be appropriate or 
that excessively difficult adjustments of national policy 
can be altogether avoided. For instance, much European 
thinking on the pooling of effort conceives of it in terms 
of an even larger contribution from the United States. 
Yet the United States is already spending some 7 per 
cent of its national income on defence and perhaps 3 
per cent upon foreign aid. How many European 
nations could gladly and easily accept the raising of their 
“ cold war contribution ” to ten per cent of their national 
income ? The knowledge that the American effort 
would not fall much below $20 billion would be a 
tremendous reassurance to the rest of the free world. 
But it would entail corresponding sacrifices in Europe. 

The composition of the contribution would also still 
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have to be determined. It is, for instance, only after 
months of pressure that France has succeeded in per- 
suading the United States to accept the local struggle 
in Indo-China as part of the world-wide resistance to 
Communism: the French are now to draw on the 
unspent balance of American aid voted for China 
Similar difficulties might arise if Britain were to put 
forward the not altogether unreasonable view that 
releases from the sterling balances to Asian Dominions 
should be counted as a “cold war contribution.” Nor 
is the United States itself immune from these difficul- 
ties. There is some reason to suppose that the military 
contribution of the United States, although it may pass 
the test of the percentage of national income, is by no 
means adjusted to the policy of effectively pooling 
western military resources. In the last week, a group of 
eminent American academic leaders have publicly ques- 
tioned the basic strategic thinking of the United States 
Government. They criticise its over-reliance upon the 
atom bomb and upon long-range strategic bombing and 
argue instead that ground forces, a tactical air force for 
the close support of troops on the ground and a concerted 
effort to overcome the menace of the submarine can 
contribute far more to the effective defence of Europe 
and the prevention of general war than can reliance upon 
a single instrument of mass destruction. Such strategic 
issues as these would not be settled by the mere setting 
up of a joint “cold war fund.” It would be a first step, 
a first gesture towards the concept of co-operation and 
pooled sovereignty. More far-reaching and more painful 
sacrifices would still lie beyond. 


It is for this reason that the London talks cannot be 
expected to achieve immediate and sensational results. 
It is true that the inexorable pressure of Communist 
expansion is driving the nations of the west into closer 
and closer co-operation; yet the more nearly they 
approach the point at which a genuine sacrifice of 
sovereignty is necessary—for instance, the changing of 
a whole strategic concept in order to suit the vital interests 
of other powers—the more painful and difficult the pro- 
cess must seem. But at least a start can be made towards 
the new concepts of pooled effort and joint strategy ; 
for it is an illusion to think that the free nations still 
have the luxury of choice. In isolation, they will lose 
the cold war, in unity they can still win it. These and 
nothing less are the stakes at the London talks. 


New Policies for Malaya 


12 is a very good thing that the Secretaries of State for 

the Colonies and for War are to visit Malaya. Their 
visit, of course, is long overdue ; they will find them- 
selves catching up with, not anticipating, a critical situa- 
tion. For British fortunes in Malaya have now been 
deteriorating for some five months, and new and possibly 
sweeping decisions are needed to save the day. This must 
be no mere Whitsun interlude in departmental routine ; 
it should be the next step towards instilling a new sense 
and purpose and decision into the Cabinet’s deliberations 
on Malaya. 

What will Mr Griffiths and Mr Strachey find in 
Malaya ? What kind of recommendations on policy are 
the facts likely to suggest ? They will find that, after 
twenty-three months of effort against the Communist 


guerrillas, the emergency has reached an alarming fourth 
stage. The first stage was from June to September, 
1948 ; how grave it was, few realised at the time. 
Thwarted in a large-scale attempt to bring the life of 
Singapore to a standstill by strikes, the Malayan Com- 
munist Party launched its campaign of terror in the 
Federation at the rate of 250 incidents a month. The 
second stage, however, brought a clear defeat for this 
original Communist drive ;‘special constables had begun 
to be effectively organised by December and then the 
Guards Brigade arrived. The third stage ran (0 


November, 1949 ; it produced a steady improvement in 
situation until at least September of last year, when 
incidents were down to 30 a month, The latest and 


present stage is one of failure by the British; since 
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November, the number of monthly incidents has been 
creeping up again towards the worst peak of nearly two 
years ago. In spite of a great effort by troops, police and 
civilians, the morale of the terrorists has considerably 
improved and that of the loyal population has 
deteriorated—a trend which can end only in disaster. 


The two Ministers will learn that more now depends 
on the Malayan Chinese than on any other single factor. 
As a community they are not anti-British, but they are 
not prepared to be pro-British to the extent of fighting 
and working against terrorists most of whom are Chinese 
too: few, for instance, joined in the “ anti-bandit 
month” and almost no Chinese have enrolled in the 

lice. Yet, until they do commit themselves to the 
British and Malay side, it is unlikely that a victorious 
peace can be won. For without the active help of the 
Chinese there can be no consolidation of ground cleared 
of guerrillas. The British, having cleared up a particular 
area—be it a small district in Negri Sembilan or a whole 
state like Johore—cannot hold it against the Commu- 
nists, as they come infiltrating back, so long as the local 
Chinese population is apathetic and frightened. Yet 
there can clearly be no final victory until ground gained 
can be held. Indeed, each time that an area is not held 
it becomes harder to clear it next time. As a result of 
these simple but inescapable facts, the two Ministers 
will find more and more Europeans in Malaya losing 
heart, not because they lack courage—many of them have 
shown the utmost gallantry—but because they believe 
Malaya is being allowed to go by default. 


* 


These, then, are the broad outlines of the deteriorat- 
ing picture which is reflected by the almost daily news 
of murder, assault and terror. What should be done tc 
stop the rot and to make a return to order and confi- 
dence possible ? There is no simple or single answer ; 
if there were, the conscientious but disappointed heads 
of the Malayan administration would have found it long 
ago. There are, however, certain fresh lines of policy 
which could and should be adopted urgently both 
by Kuala Lumpur and by Whitehall. They fall into 
three categories—political, military and administrative. 
Of these the first is the most important, although the 
politician can make little headway unless the soldier and 
the official are also successful. 


The vital necessity is to persuade the Malayan Chinese 
—either by word or deed—that when the struggle 
against the guerrillas is won, they will secure a reason- 
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able position in the new state. There are two ways of 
doing this. One is to make the administration in the 
Federation look less biased in favour of the Malays. This 
bias has an easily explained origin in the past history of 
the country ; for it was only in the later nineteen thirties 
that Chinese women began to appear in any numbers 
among the immigrants from China, thus for the first 
time turning many of them into permanent settlers in- 
stead of transient labourers and traders. But it also has 
roots in the feeling of the administration that it is hard 
to become more sympathetic to Chinese claims—which 
can only be ultimately satisfied at the expense of the 
more loyal Malays, on whose support British rule has, 
hitherto, been based—just at the moment when the 
Malays are proving their loyalty and the Chinese are 
sitting firmly on the fence. But nothing less than a new 
policy will now have the necessary effect. The 
new policy should not, of course, go to the other extreme 
of persuading the Malays that they are to be treated as 
an inferior race in their own country. But it must go far 
enough to give the Chinese a prospect of equal rights. 


The second way of dealing with the political problem is 
to establish in some form, and at the earliest possible 
moment, the proposed new Malayan citizenship. This 
means trying to secure sufficient agreement in the pre- 
sent Communities Liaison Committee—in which 
Malays, Chinese and Indians have been meeting under 
the chairmanship of Mr Malcolm MacDonald—to 
enable the administration to proceed with popular sup- 
port. This whole topic is, of course, political dynamite ; 
but so is the guerrilla challenge. And now that the 
Malay leaders admit in principle that the Chinese must 
be given a stake in the country, it should be possible to 
secure agreement. The fear of Chinese immigration is 
much less than it was, and so long as “ Chinatown ”— 
Singapore—continues to be excluded from the Federa- 
tion, the Malay leaders would probably accept a definition 
of citizenship, based on birth inside Malaya, under which 
95 per cent of the Malays would become Malayan citi- 
zens immediately, as well as 40 per cent of the Chinese 
and 60 per cent of the Indians. A dramatic gesture to 
the Chinese now, on this basis, with the prospect of a 
constantly improving percentage of citizenship in the 
future, would be wiser than the present hesitation. 


Political conciliation alone is not enough. The Chinese 
have to be convinced that the British will beat the guer- 
rillas, once for all, and that the southward expansion of 
Communism from China will be resisted. This is the 
job of the military and police, and their need is for more 
troops and better equipment. How to supply more 
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troops, while more police are being recruited and trained, departments as those dealing with forestry and survey 
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will doubtless perplex Mr Strachey ; but the whole ques- | Some of these activities are going on as if all were norma] 
tion should be re-examined in the light of recent set- in Malaya, and without useful results. If these depar. 
backs, when the Minister returns to London. As for ments were made to release staff, many jobs directly cop. 
the inadequate supply of equipment to the troops, the | cerned with the emergency could be better done—fo, 
facts have long been known and haggled over in the War _—_ example, the task of administering effectively those areas 
Office. The five main types of material long agoasked for _—_ cleared of terrorists by the army, so that the population 
are armoured vehicles, radio sets for the police, quick- _ feels the power of the law—both to punish and protec. 
firing carbines instead of rifles, earth-moving equipment There is also the vast problem—scarcely touched as yer 
to make jeep tracks through the jungle—particularly on | —of bringing squatter villages, pending resettlement 
the appallingly inaccessible Siamese frontier—and more _ of their inhabitants elsewhere, within the scope of the 
jeeps, or British land-rovers. It is Mr Strachey’s job to _law. 


see that these are made available quickly. Quick and firm decisions on all these matters wil] 

The Government of the Federation is, of course, wrest- require a fresh and resolute Spirit in London and Kualz 
ling with unusual and intricate difficulties and needs all Lumpur. What is at stake is not only one of the west’s 
the help that London can give ; but there are several ways _ richest sources of raw materials, but the freedom and 
in which its effort might be strengthened. For example, prosperity of over five million British subjects. How 
there is urgent need to improve the efficiency of the they are to be protected from Communism, how they are 
police, which consists almost entirely of Malays. Chinese brought up to dominion status and self-government in 
recruits are required to deal with the Chinese commu- __ the face of the challenge of the rival system, will be 
nity, but they will not even consider joining at the watched all through the Commonwealth and Asia. 
present rates of pay, which will have to be raised. To | Malaya is for Mr Attlee and his colleagues the test case 
offset this, it should be possible to curtail expenditure —_in the cold war which they refused for so long to take 
for a time on routine items such as roads and in such _ seriously. 


The London Dockers—I 


Change and Tradition 


HERE is no doubt that public opinion is getting very remain as a background to every discussion of labour 
impatient with the London dockers. The strike relations. 
which ended two weeks ago was the fourth major stop- Three facts emerge from an examination of the dock 
page in the docks within two years. The conditions of strikes. The first is that none of the major strikes, with 
work of the dockers have been immeasurably improved in __ the possible exception of the strike over the handling of 
the past decade. The curse of casual labour has been _a cargo of zinc oxide in 1948, has been for higher pay or 
lifted from them and their average earnings have greatly better conditions ; they have all been strikes over what 
increased. For these benefits to the dockers the com- might be called dock politics. Secondly, most of the 
munity has paid in a greatly increased cost of moving _ grievances and all the inter-union disputes which have 
goods through the docks. This is a most sensitive nerve _ caused the strikes originate in London. Dockers at other 
of the national economy, the more so since it directly _ ports are for the most part contented with their wages and 
affects the terms of trade and Britain’s competitive power conditions ; on the few occasions on which they have 
in the world—that is, it bears immediately both on the __ struck work, the strike has generally been in sympathy 
standard of living and on the volume of employment. — with the London dockers rather than for any grievance 
‘What has the community bought at this high price ? _— of their own. The third fact is the influence of the Com- 
The record would seem to answer that it has bought munists. Only a small minority of the dockers are 
lowered efficiency and a chronic tendency to stoppages. | members of the Communist party or, indeed, sympathetic 
It is hardly surprising that there are voices to be heard towards Communism, but this minority has played 2 
arguing that if these are the results of trying to make the — prominent part in each major strike. They provide the 
dockers happy, the community could hardly get worse _— agitators and in some cases the unofficial strike leaders. 
work out of them, and would certainly get it more |The Communists, however, would be powerless if there 
cheaply, by going back to the old unregenerate policy of | were no grievances or disputes for them to exploit. 
letting them be unhappy. The work of discharging and loading ships in London, 
The dockers and their leaders would do well not to _ a8 in any other port, fluctuates according to the flow of 
ignore completely the economics of their industry. The | shipping into and out of the docks. It is impossible to 
day may not be very far off when the welfare state will control the volume of traffic, and it is therefore an 
have to pay its way in real earnest, and then cold facts inseparable fact of dock labour that the work is casual and 
will drive home the proposition that the docks do not __ that the number of dockers employed varies enormously 
exist to serve the purpose of a welfare centre, but to from one day to the next. 
perform an economic function, which the national interest Before the introduction of the interim dock labour 
demands shall be performed at the lowest real cost and scheme in 1941, casual work was handled, logically 
with the fewest interruptions that can be contrived. The enough, by casual labour. The economic hardship which 
basic economics of the docks will not be further pursued was suffered by the dockers is well enough known, but 
in this article or its intended successor, both of which _ it is perhaps not quite so well known that this hardship 


are concerned with the causes of the current unrest in _led to the growth of a number of ices on the part 
the docks. But considerations of the cost of operating _ of the dockers designed to protect i 


| the 
the docks should not be wholly forgotten ; they should — worst effects of casual labour. Those practices bave 10¥ 
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become deeply embedded in the London dockers’ way 
of life, and dockers cling to them with a blind, unreason- 
ing faith, resenting bitterly any attempt to abolish them. 
In many cases they no longer know why the practices 
are carried out ; their stock answer to any question about 
them is: ‘‘ It’s history ”’—no other reason is given. 

This would not matter were it not for the fact that 
a number of the traditional practices, because they were 
designed to deal with situations which were dominated 
by the fact of casual labour, militate against the 
decasualisation of labour and the present dock labour 
scheme. It is, for instance, a cardinal principle of the 
scheme and of the agreements which are incorporated 
with it that all disputes should first be submitted to a 
port conciliation committee or sub-committee. The 
committees have a very high reputation for fair and 
exceptionally quick settlements—most disputes are 
dealt with on the day they arise—and in the course of 
the twenty-five years or so of their existence they have 
earned the respect of dockers and employers alike. On 
the other hand, the traditional practice of the dockers is 
that if any group of dockers declare a strike, all dockers 
in that dock will immediately follow suit without ques- 
tion. Their boast is that they strike first and only ask 
why when the strike is over. It needs only a few irrespon- 
sible men to call a strike, therefore, for most of the men 
in that dock to come out—in spite of the scheme and in 
spite of the principle of conciliation which they them- 
selves supported. 


Again, it is a part of the scheme that, in order to 
facilitate a proper distribution of labour, dockers should 
“call on” at central call stands where they can make 
their contracts with individual employers or “ prove 
attendance ” to the Dock Labour Board officials. But 
in the Royal group of docks, where some 6,000 men are 
employed, it has long been the traditional practice of 
the stevedores—that is, members of the National 
Amalgamated Stevedores’ and Dockers’ Union (the terms 
“ stevedore ” and “ docker ” refer to the different unions 
to which the men belong ; there is no other real difference 
between them)—to call on outside one particular dock 
gate. The rest of the dockers—the majority—call on 
inside the dock gates, which was the obvious place for 
the central call stand. The stevedores, however, refused 
categorically to change the place of their callon. More- 
over, they have also for long been accustomed to accept- 
ing their contracts for work from “ pushers ” ; these are 
experienced stevedores who engage men on behalf of the 
employers. The “ pushers” do not fit in well with the 
scheme and are now more or less redundant, but the 
stevedores still insist on retaining them. 


Yet again, the scheme provides that dockers must 
report for work every day—unless they are ill, on holiday 
or otherwise excused—if they wish to remain on the 
register of dockers and to draw their guaranteed mini- 
mum wage of £4 8s. a week. Some such provision was 
obviously essential, but most dockers prefer to work hard 
for four or five days on end, during which, according to 
the present system of piece rates, they earn enough for 
the week, and then to take the next two or three days 
off. Many of them have also developed preferences 
for working for particular shipping ies ; if none 


of the ships of that particular com is in dock, they 
prefer to reais saeic'bo'an'nloc to ane end of their 
ships when one does come in. The necessity, under the 
scheme, to prove attendance every day makes it difficult 


to follow either of these isation, 
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bringing with it, as it does, permanent and constant 
employment, has not proved the unmixed blessing it was 
originally thought it would be. 


It can be argued that with the security, the high 
wages (one group of dockers at Tilbury have earned {21 
a week each ; the average wage for the whole country is 
£8 13s. a week) and the welfare benefits that the dockers 
have received under the dock labour scheme there can be 
no excuse for retaining practices which have been out- 
moded. Nor, it may also be argued, can there be any 
good reason for discontent. There is no doubt whatso- 


ever that the dockers are better off today than their early 
leaders ever dreamed of. 


* 


The answer to the first argument is that the practices, 
however wrong they may be, are traditional and cannot 
be changed overnight. The present dock labour scheme 
was imposed on the country at great speed ; much of 
the administrative machinery and of the policy of the 
National Dock Labour Board has had to be created after 
instead of before the scheme came into force. The 
scheme itself is far from perfect ; in the words of the 
report of the National Dock Labour Board for 1947-49: 
“It is often vague where precision would have been 
valuable . . .; it is rigid where flexibility would have 
been useful . . . ; it is precise where a generalisation 
would have been more realistic.” As amendments are 
made and as the dockers come to realise the respon- 
sibilities which they themselves now bear, the traditional 
practices will, one must hope, gradually fall into disuse. 


The answer to the second argument is that what 
discontent there is—and it is neither so widespread nor 
so deep as has been made out—is largely artificial. It 
is chiefly the by-product of dock politics. The majority 
of the dockers in London—roughly 18,000 out of 
27,000 men—belong to the Transport and General 
Workers’ Union, of which they form part of the national 
dockers section. Some 7,000 dockers, calling themselves 
stevedores, belong to the National Amalgamated Steve- 
dores’ and Dockers’ Union. The stevedores regard them- 
selves as the élite of the dockers in London—their 
representation elsewhere is negligible—and they refused 
to follow the rest of the dockers into the embrace of the 
Transport and General Workers’ Union. Most dockers 
in every port form a closed community, but the steve- 
dores in London have closed their ranks more tightly 
than any other section of workers in Britain. They 
recruit only the sons of stevedores, and among them the 
adherence to tradition is almost a mania. They resent the 
size and power of the Transport and General Workers’ 
Union, and during the last few years, under the leader- 
ship of a man whose political leanings are towards the 
extreme left, they have struggled not so much to over- 
throw the larger union as to assert their independence. 
The majority of stevedores are not Communists, nor are 
there any grounds for believing them to be sympathetic 
towards Communism, but, with chips on their shoulders 
and with an innate readiness to strike, they are easily 
persuaded by the few Communists and agitators among 
them to take action that helps the Communist cause. 

The dockers’ section of the Transport and General 
Workers’ Union, on the other hand, has now achieved its 
major objects. It has no axe to grind and it is no longer 
a crusading force fighting for the dockers for the simple 
reason that it has won its battle. The union as a whole 
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was designed primarily to deal with employers and not 
to take up arms in a political calise except in the sense 
of opposing the politics of the employers. As far as the 
dockers were concerned, the introduction of the dock 
labour scheme and the:victory of the Labour party at 
the polls marked an end, temporarily at least, to their 
struggles. The result has been that very few dockers 
now take an interest in union matters. Branch meetings 
are poorly attended and union officials experience much 
difficulty in persuading the men to listen to what they 
have to say. It is not so much that the big union is out 
of touch with the dockers ; it is rather that the dockers 
do not yet realise that they have another battle on their 
hands and that the union needs their active support as 
much as it did in the prewar years. 


It would be a mistake, however, to regard the 
situation as a state of war between the stevedores and 
the Transport and General Workers’ Union. The friction 
between them does not extend to working at the docks. 


Featherbed 


brs circumstances of Mr Stanley Evans’s abrupt 
departure from the Ministry of Food have focused 
public attention on the costs of British agricultural pro- 
duction. It is an opportune moment for scrutinising this 
subject afresh. The Government’s decision to fix the 
cost of the food subsidies at £410 million means that 
there is now a direct relation between the prices paid 
to British farmers and the price of food in the shops. 
Every rise, or fall, in the costs of agricultural production 
will make its mark on the cost of living. Moreover, if 
British agriculture expands much further and the pro- 
portion of home-produced food increases, the impact 
of its costs on the national economy will become corre- 
spondingly greater. 

Discussion of the costs of British agriculture is apt 
to become confused by emotional interchanges on the 
question of the British farmers’ “ efficiency ” and by mis- 
understandings about the operation of the food subsidies. 
The food subsidies are regarded by the farmers’ repre- 
sentatives as a form of aid to the consumer, the exclu- 
sive aim of which is to keep down the cost of living. 
On the other hand, critics of the government’s agricul- 
tural policy, such as Mr Evans, tend to talk as if their 
main purpose was to bolster inefficient agricultural! 
producers. In point of fact, the food subsidies operate 
to assist both producers and consumers. There is no 
necessary relationship between the price at which the 
Government purchases food from the farmer and the 
other—and much lower—price at which it authorises the 
sale of the food to the consumer. The deficit on the 
whole transaction is simply charged to the taxpayer. The 
producer, however, has the benefit of fixed guaranteed 
prices calculated so as to allow him a “ reasonable ” profit 
(irrespective of whether or not such prices would be 
forthcoming on a free market); and the consumer has 
the benefit of a supply of food at considerably below cost 
price. 

The original and the main purpose of the food sub- 
sidies has been to keep down the cost of living. Any 
British farmer, however, who believes that they are 

urely “ consumer subsidies ” might reflect what would 
ppen if the subsidies were to be removed and if his 
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There is no resentment on the part of stevedores, fo; 
instance, if dockers are chosen for a particular iob in 
preference to the stevedores or vice versa. The steve. 
dores are chiefly concerned with preserving their 
independence—which to them means their traditiona! 
practices—and friction between the two unions only 
breaks out when stevedores try to get support from the 
dockers for their illegal strikes. The task of the dockery’ 
leaders in the big union is, in the first instance, to kee 
their members from following the stevedores, who have 
been in the vanguard of every major strike in recent years, 
and second, to beat the Communists on their own 
ground. 


The need for the trade union leaders to reassert their 
authority and their leadership and the need for a similar 
assertion of authority on the part of the emp!oyers raises 
the question of discipline in the docks. Who, in fact, 
is or ought to be the boss ? 

(To be continued) 


Farming ? 


produce were marketed at its cost price. The result 
would be a very sharp rise in the market price of home 
grown food. The retail price of milk, for instance (leav- 
ing out of account the operation of the welfare schemes) 
would rise by about 2§ per cent, at which level there 
would certainly be a heavy decline in demand. Milk 
producers would then be forced either to accept a sharp 
cut in their prices in order to sell the same amount of 
milk or else to scale down their output. The Govern- 
ment has deliberately encouraged a high level of milk 
production to protect the health of the nation, and 
a complete reversal of this policy would be fair neither 
to producers nor to consumers. But the point should not 
be lost on British farmers, three-quarters of whom are 
now heavily dependent on the monthly milk cheque. 


The second point to bear in mind when considering 
the Government’s agricultural policy is that the cost of 
home-grown food now compares unfavourably with that 
of imported food. In the last financial year, about {277 
million, or over 60 per cent, of the Ministry of Food’s 
trading losses arose on home-grown food. This is a 
higher proportion than in previous years, although home 
output has also been higher. In addition, British farmers 
received another {£26 million in direct subsidies. The 
pattern of expenditure in the coming year is expected 
to be similar. The Ministry’s anticipated loss on home- 
produced food is put at £246 million, or 43.5 per cent 
of the actual cost to the Ministry of procuring that food, 
that on imported food at £164 million or 16.5 per cent 
of actual cost. (These figures—of which some more 
details are given in a Business Note on page 1084 are 
illustrated in the diagram opposite). In other words, 
the subsidy element is very much greater in the case of 
home-produced food ; indeed (when direct subsidies to 


farmers are added in) it approaches half the total cost 
of procurement. 


These figures must not be used to prove too much. 
Retail prices can be varied at will by the Ministry of 
Food, and the amount of subsidy on any particular item 
reflects not only its cost of procurement, but official 
manipulations of the cost of living index. Moreover, 
British agriculture is incurring additional costs at the 





THE 


prese 
Britis 
over 
justif 
point 
millic 
pay, 
of ab 


W 
Is it, 
cultu 
comr 
caste 
has. 
Incot 
an 1 
they 
almo 
in It 
that 
relat 
tion 
whos 

A 
from 
over 
the 
£75 
geriz 
on tl 
weig 
farm 
close 
of tl 
farn 
hold 
quot 
larg. 
aver 


B 
prof 
suck 
cons 
com 
the 
unre 
ove! 
diffi 
Gov 
peti 
farn 

A 
the 
mer 











THE ECONOMIST, May 13, 1950 


present time because of the expansion programme. 
British livestock producers have exceptional difficulties 
over the cost and quality of feeding stuffs, which partly 
justify the payment of a higher price. But when all these 
points have been conceded, it remains the case that £275 
million or thereabouts is a large sum for the nation to 
pay, in addition to what it pays in the shops, in respect 
of about 30 per cent of its calories. 


* 


What deductions can be drawn from these figures ? 
Is it, in fact, the case that in the interests of high agri- 
cultural output, the government has made the farming 
community into an unduly protected and privileged 
caste ? At first sight the answer is undoubtedly that it 
has. The figures relating to farm income in the National 
Income White Paper can be regarded as no more than 
an intelligent guess, but for what they are worth, 
they suggest that “ income from farming ” has increased 
almost five-fold since before the war—from {£60 million 
in 1938 to £283 million in 1949. There is little doubt 
that farmers as a group have registered much larger 
relative gains in their gross earnings than any other sec- 
tion of the community—including the farm workers, 
whose wages have trebled. 


Against this, it is, however, argued that the return 
from farming before the war was unfairly small. More- 
over the National Farmers’ Union have pointed out that 
the average income per farm last year was no more than 
£750, representing the reward of the manual and mana- 
gerial labour of the farmer and his family and the return 
on their capital. However, this average figure is heavily 
weighted downwards by the large number of small 
farmers, whose way of life and financial expectations are 
closer in many ways to those of the farm worker than 
of the farmer-employer. The average income of those 
farmers (about a quarter of the total number) whose 
holdings exceed 100 acres is much higher than the figure 
quoted above. A survey of the finances of medium and 
large farms in the West Country for 1948-49 showed an 
average profit of £1,410. 


But it is impossible to say whether or not farming 
profits are “‘ excessive’ from a mere consideration of 
such statistics as are available. Good profits are quite 
consistent with efficient production—indeed, under 
competitive conditions, they are indicative of it. Certainly 
the present level of farming profitability would not seem 
unreasonable in an efficient industry with a high turn- 
over and a low production cost per unit of output. The 
difficulty is to decide whether, after ten years of direct 
Government stimulus and protection from foreign com- 
petition, there is any relation between farming profits and 
farming efficiency. 

As a result of the subsidies and of guaranteed markets 
the British farmer has lost direct contact with his custo- 
mers. He no longer has to concentrate on producing 
what the consumer wants at a price which can be 
afforded. The Government, as Mr Morrison affirmed 
recently, will do all his planning for him. He receives 
a guaranteed price, settled well in advance, for almost 
the whole of his output, and its disposal is not his con- 
cern. In addition, he is actually in less danger than 
before the war of being ejected for bad farming. The 
power of ejection is now wielded not by his landlord, 
but by the county agricultural committee, which is, by 
-omparison, an easy taskmaster. 
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If this is not a fair definition of feather-bedding, it is 
hard to see what would be. Before the war, the British 
farmer suffered from too much insecurity. Today his 
Position is precisely the opposite. It is the complete 
absence of competition which makes it so hard to 
judge his efficiency. If he achieves a high output 
or farms good land the chances are that he will 
make high profits. If he prefers to work below his full 
efficiency, he will still be assured of a reasonable liveli- 
hood. Farming is still, of course, hard uphill work for 
the many who occupy poor land or possess inadequate 
capital, and it is the needs of this considerable group 
which can be used to justify the present level of farm 
prices. But what the nation needs is not so much more 
production off the marginal farm, as higher productivity 
—that is, lower costs per unit—all round. It is the 
already prosperous farm on good land which tends to 
offer most ‘scope for new investment and increased out- 
put. The social aim of helping the poorer farmers should 
not be confused with the economic aim of getting a 
higher output as cheaply as possible. The confusion 
between these two aims is liable to cost the nation dear. 


The defects of the Government’s agricultural policy 
will become more glaring as the discrepancy between 
the price of home and imported food continues 
to grow and as the limits of consumer demand begin to 
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appear. The gap between the price of home-grown 
food paid to farmers and that charged to consumers is 
already fantastically wide. The block accounting of the 
food subsidies has tended to disguise this point. When 
once it is realised, it may be wondered whether the pre- 
dominantly urban and industrial electorate of Britain 
will view with complacency the prospect of paying year 
after year in taxes a large sum of money to induce the 
British farmer to grow food at costs far above the prices 
which the British consumer will willingly pay. There 
is no doubt that the British nation as a community is now 
paying more for its food than, as individuals, it would 
freely offer. It thinks it is getting its food cheap ; 
but it is really paying very dearly for it, and when this 
fact becomes apparent, the willingness to continue may 
vanish. It is by no means entirely the fault of the farm- 
ing community that the costs of British agricultural pro- 
duction are so excessive. The Government must bear a 
large share of the blame, since it still insists upon plan- 
ning production and consumption in watertight com- 
partments—that is, in settling farm prices by reference 
to the production cost of individual items, and retail 
prices by reference to its own cost of living index. Before 
the whole subject of agricultural policy becomes involved 
in an acrimonious argument which confuses social and 
economic policy, the Government should consider 
whether it should not reshape its policy to encourage, not 
production at all costs, but production at low costs. 
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NOTES 


“A Bold New Policy” 


For two years at least, Western Europe has had certain 
slogans dinned into its ears. Such phrases as “ European 
integration,” “the need to draw Germany into the com- 
munity of the west,” or “the transcending of national 
frontiers ” have been done to death by journalists, politicians 
and public relations officers ; and, since nothing apparently 
came of all the talk, a growing cynicism settled around the 
whole subject. 


Now, however, the French Foreign Minister, M. Schuman, 
has injected the stuff of reality into the familiar clichés. In 
a direct gesture to the Germans he has offered to place the 
coal and steel industries of France with those of Germany, 
under a common control. The aim of the proposed authority 
—which would consist of independent persons appointed by 
governments—would be to modernise the coal and steel 
industries, increase their productivity, allocate supplies to 
both markets on an equal basis (in other words, at uniform 
prices) and develop the export trade. The movement of iron 
and steel would be freed of all import duties between the two 
countries, and freight rates would be equalised. Another 
purpose of the authority would be the creation of similar 
working conditions for the whole labour force. The authority 
would be open to the participation of other European coal 
and steel producers, provided they were prepared to make 
similar concessions. To the charge that such an organisation 
is perilously like the old cartels, M. Schuman would reply 
that it is no part of its aim to restrict output, maintain high 
prices or secure monopoly control of each home market. 


The charge will, of course, be made. It has not escaped 
public attention that, since July last year, German steel output 
has been higher than that of France and its prices con- 
siderably lower ; nor is it to be supposed that French and 
German industrialists have overlooked the likelihood of a 
steel surplus in Europe—there are already the beginnings of a 
coal surplus. But it is no criticism of a political proposal to 
say that it is based on solid economic interest. On the 
contrary it is only when political vision starts from a clear 
understanding of economic reality that a workable policy is 
likely to emerge. No one can deny that the French Govern- 
ment has shown vision in this gesture towards the Germans. 
M. Schuman’s offer, by proposing restrictions on French 
sovereignty and interests, can create a genuinely new situation 
and break up the stalemate in western Europe ; that is the 
meaning of the provision that the “ actual application” of 
the agreement would be assisted by an agreed “ arbitrator.” 
The technical basis of the offer will need to be examined care- 
fully, but there is every reason to welcome the bold political 
and psychological initiative which it represents. 


There is no purpose in cavilling at the somewhat startling 
timing of M. Schuman’s gesture. Within a few hours of Mr 
Acheson’s departure from Paris and on the eve of vital talks 
in London, the French took an entirely separate and 
unexpected initiative. The Americans welcome it, but the 
British reaction is at the time of writin, reserved. Yet 
the chief need is to get European opinion into a 
new mood and above all to put an end to the sullen discontent 
prevailing at Bonn. A direct and spontaneous offer such as 
the French have made has more power to bring about a 
change of mood than a carefully considered and cautiously 
worded communique, and a sequence of committees and 
clever minutes in which ideas wilt and die. 


* * * 


Conservatives and Liberals 


‘The shadowy corners of the Palace of Westminster 
continue to produce rumours of negotiations between the 
Liberal and Conservative parties. Mr Churchill has made 


THE ECONOMIST, May 13, jos 


OF THE WEEK 


io secret of his desire to secure an agreement with the 
Liberals at the earliest possible moment, but secrecy sy;. 
rounds the means he is employing to secure this end 
Confusion has been further conleunded by the fact that 
Lord Beaverbrook appears to have taken upon himself the 
role of publicity agent for the deal, with the result that the 
Liberals have had a blaze of publicity in the popular Press 
which the available information by no means justifies, M; 
Churchill, prompted by the outburst of speculation, issued 
a statement early this week affirming that there has been 
“no question of negotiations at the present stage,” and there 
is no reason to doubt the accuracy of this. The committee 
of five which he has appointed as a “ study group.” unde; 
Mr R. A. Butler, has, however, all the appearance of a body 
standing by ready to begin negotiations if some basis fo; 
them can be established with representative Liberals. 

But the committee may also have been designed to prepare 
the ground within the Conservative party for such an agree- 
ment. This might be a very difficult job since on this issue 
Mr Churchill cannot, at any rate at present, count on 
unanimous support from within his own party. At recent 
meetings of the 1922 Committee influential and outspoken 
members such as Mr Quintin Hogg have made it clear 
that they will have nothing to do with a Tory promise to 
undertake electoral reform which, if one can judge from 
Liberal speeches, would have to be an essential part of any 
agreement. And there are other and more influential figures 
within the party leadership who hold the same view. There is 
also a strong body of opinion within the Tory party which 
would base its opposition to an agreement that inciuded 
any concessions on the belief that the Liberals have been 
brought to the edge of destruction as a party, and that one 
more election might see the end of them as irritable con- 
tenders for the anti-Socialist vote. This view is, not 
unnaturally, most strongly held by those Tory candidates 
whose withdrawal from marginal constituencies might be the 
price of an agreement with the Liberals. 


* 


The Conservatives would be foolish to imagine that the 
leaders of the Liberal party will easily consent to an electoral 
compact or any more comprehensive agreement with them. 
Quite apart from the political and ideological cleavages 
within the Liberal parliamentary party which such 
an arrangement would create, there can be few attractions 
for either side in a mere arrangement not to oppose cach 
other in constituencies. In the first place, there is 10 
certainty that, if such arrangement were concluded, the 
Liberal leaders could deliver the Liberal vote to the Tory 
candidate in constituencies where it was agreed not to run @ 
Liberal candidate. Secondly, such an arrangement would 
make the Liberal party into a stepbrother of the Nationa! 
Liberal Party, a mere hanger-on of the Tories and depen- 
dent upon their goodwill for its continued representation in 
Parliament. If they are wise the Liberal leaders will enter 
into only one form of agreement—a promise to adv: 
Liberals to support the Conservatives at the polls if the Tory 
party has given a binding promise to introduce the alterna 
tive vote as its first measure of legislation upon forming 4 
government. 


* * * 


Can Wages be Planned ? 

___ The General Council of the TUC is once again considet- 
ing the problem of wages stabilisation, and once again 1t 'S 
difficult to see that practical conclusions will emerg¢ 


from its deliberations. Mess of the trade union leaders at 
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anxious that the policy of restraining general demands should 
continue, since sincerely believe in the economic 
necessity of the policy, and since they have pledged their 
personal influence to its support. For instance, the recent 
outburst by Mr Figgins of the National Union of Railwaymen 
against the policy does not represent the majority view of his 
fellow trade union leaders. But trade union leaders are 
tribunes not consuls, and they have only a very limited ability 
to withstand the pressure of their own rank and file. 


The TUC in the person of its general secretary, Sir 
Vincent Tewson, has adopted one new line of approach which 
is to declare, Canute-like, that there is no evidence that the 
policy of wage stabilisation is breaking down. But the facts 
do not support him. The Agricultural Workers’ Union 
must now be added to the list of unions with wage demands, 
since at its conference last week it decided to press for a 
“substantial increase” in minimum rates. Wage talks 
between the National Union of Mineworkers and the National 
Coa! Board opened this week ; the railwaymen’s claim is still 
unsettled ; the Confederation of Engineering and Shipbuild- 
ing Unions is at the moment issuing its ballot papers on strike 
action or arbitration to one and a quarter million workers ; 
and there is unrest among teachers and civil servants. More- 
over, certain rises in minimum wage ratcs have recently 
occurred, notably in the pottery and gas industries. 


The silence of Transport House in face of the obvious need 
for a positive policy has had the effect of creating profound 
irritation among the Parliamentary Labour party with the 
massive complacency of the TUC. It is true txat the Labour 
members who advocate the governmental planning of wage 
rates and a drastic overhaul of the industria: wage structure 
are for the most part the “ jntellectuals,” that is to say those 
who do not have to seek the periodic approval of a trades 
union conference. It is also true that, mixed up with some 
intelligent heart searching as to how the demands of labour 
can be prevented from wrecking national recovery, there are 
signs of a purely totalitarian desire to use the coming crisis 
over wages aS an opportunity for vastly extending the power 
of the state over the life and liberty of the individual. It is 
possible that the Chancellor and his political associates at the 
Treasury might look with favour upon a wages policy which 
allocated rewards upon a basis of productive contribution 
only (or rather upon the rough guesses of the statisticians 
about the contributions of different forms of labour). But 
Mr Isaacs, speaking more as a trade unionist than as a 
minister, made it clear during the adjournment debate on 
Monday that he would not be a party to direct government 
negotiation in wage fixing, and that he regarded his ministry 
as the provider of a common service to employers and unions 
—a convenient but lazy interpretation of its function in view 
of the doubts, the difficulties and the conflicts which are 
developing on all sides. 


* * *® 


More Money for Burma 


Thakin Nu, the Prime Minister of Burma, arrived in 
London on Tuesday to attend the memorial service in West- 
minster Abbey for those killed in Burma during the war. As 
head of the government of a state which, since then, has 
chosen to sever its connection with the Commonwealth, his 
gesture is singularly delicate and friendly. The fact, how- 
ever, that the Burmese Premier is expected to stay on in 
London for several days afterwards has another aspect. His 
prolonged absence at a time when his country is still in grave 
trouble is a reminder that Thakin Nu’s position in the 
political life of Burma is that of a respectable and respected 
figurehead, not an active leader, Since he is one of the few 
men in Rangoon who are at all easily accessible to the outside 
ins why the Burmese Government 


impression of being baftiing and difficult 


world, this 
sometimes gives 
to deal with. 





1049 


In the House of Commons this week, the debate on Britain’s 
Share ({£3,750,000) of the Commonwzealth’s loan of 
£6,000,000 to Burma—India, Pakistan, Australia and Ceylon 
are putting up the balance—revealed yet another aspect of 
Burmese affairs, about which public opinion in this country 
proved itself confused and disturbed. The loan is probably 
just worth making—although there was some doubt right up 
to the last moment whether the Burmese would accept aid 
which they originally asked for. They were very 
disappointed that their original hints about £20 million had 
been whittled down to £6,000,000. This smaller figure will 
nevertheless suffice to stave off for a year a crisis in the 
Rangoon Government’s accounts. And since there is no sign 
of any alternative government which would strike more effec- 
tively at the Communist menace in Burma, it is on balance 
just preferable that Thakin Nu’s struggling ministry should 
be helped than that it should not be. But the time is certainly 
coming when the Burmese will no longer be entitled to have 
their cake and eat it. They offer the minimum of co-opera- 
tion to the British and continue to revile and harry British 
business firms, yet always turn instinctively and confidently 
to London whenever they get into difficulties. This loan 
should be the last of a long line of special favours granted to 
Burma without getting anything in return. 


What has been shocking on the British side, however, has 
been the interminable delay. Rangoon made the first 
approach last October. It received no proper answer at all 
until March. The delay has been due partly to the cumbrous 
machinery for consultation in the Commonwealth, and partly 
to the difficulty of deciding who would participate and what 
their contributions should be. New Zealand (not now a 
participant), Pakistan and Ceylon have been the main culprits. 
But the Commonwealth will have to overhaul its machinery 
very thoroughly if, as it now increasingly and rightly proposes, 
it is to play an effective diplomatic part in world politics by 
acting as a coherent unit. 


* * * 


Will Formosa be Held? 


The island of Hainan fell to the Chinese Communists 
with startling ease, and there are signs that the assault on 
Formosa, the last stronghold of the Nationalist government, 
may not be delayed much longer. The military problem of 
an invasion of Formosa is how to get an army across 100 
miles of open sea without naval or air superiority—which has 
hitherto been on the side of the Nationalists. The obvious 
answer is for Communist China to get some suitable assis- 
tance from the power with which it recently concluded a 
treaty of military alliance. In view of the aid which the 
Soviet Union gave to the Chinese Communists when it was 
still in diplomatic relations with the government of Chiang 
Kai-shek, it can hardly be supposed that it would have 
scruples about intervention now that not only the Russians 
but also the British have given de jure recognition to Mao’s 
regime. 


According to information gathered by an American corres- 
pondent in Hongkong, the Russians are now building up a 
Chinese Communist air force to go into action against the 
Nationalists. By the end of April—it is reported—about 
thirty Russian jet aircraft had arrived in the Shanghai area ; 
they are said to be of an up-to-date type comparable to the 
new American Thunderjet and far superior in performance 
to the old P51 Mustangs which are the best aircraft on the 
Nationalist side. Intensive training of Chinese Communist 
airmen by Russians is said to be going on in Manchuria. 
It is, of course, impossible to assess the value of such reports, 
and it may be that the Communists will prefer to rely on a 
deterioration of morale among Nationalist troops and some 
attempt at “ self-liberation” by the Formosans. 

If such Russian aid is in fact furnished and if the Ameri- 
cans do nothing more to give counter-aid to the Nationalists, 
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then Formosa is doomed, for command of the air will pass 
to the Communist side. The possibility has to be reckoned 
with that active participation by Russian aircraft on the Com- 
munist side might lead Chiang Kai-shek into declaring him- 
self at war with the Soviet Union, which would still further 
complicate the Asian situation. As for the Americans, since 
the publication of their White Paper last year, no real support 
for Chiang Kai-shek can be expected from official Washing- 
ton, although the American Government refuses to give 
diplomatic recognition to the Chinese Communists or to 
allow the seating of their delegates at Lake Success. So it 
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may be that the advocates of recognition are waiting hopefully 
for the fall of the last anti-Communist bastion in China, so 
that more blame can be heaped on Chiang Kai-shek and 
American public opinion can at last be persuaded that there 
iS no alternative to recognising Mao. 


* * a 


Taking Stock in Peking 


A speech delivered on April 29th to a meeting of Chinese 
Communist cadres by Mr Liu Shao-chi, the powerful Vice- 
Chairman of the party, was of exceptional importance. 
Although it was not so secret as to be withheld from broad- 
casting on the Peking radio, its purpose was clearly practical 
exhortation to party members rather than generalisation and 
ideological polemics. Self-congratulation was certainly not 
absent, but there were a number of admissions showing that 
the new regime is beset with serious difficulties. Even on 
the military side it was emphasised that the civil war was 
far from being over, as the “ People’s Liberation Army ” had 
not only to capture Formosa and “ advance into Tibet,” but 
also to “ wipe out numerous Kuomintang bandits in a number 
of newly liberated areas in the rear.” Mr Liu frankly recog- 
nised that there was a serious economic situation and that 
Communist methods of administration were causing 
considerable discontent. The best prospect he could hold 
out was 

a gradual improvement in our economic situation after a 

short period of difficulties and a fundamental change for the 

better in two or three years’ time. 

Mr Liu admitted that many workers had become unem- 
ployed, but claimed that this was an inevitable consequence 
of the transition from a period of inflation to one of budgetary 
balance and price stabilisation. He urged employers and 
employed workers to contribute to an unemployment relief 
fund, and tried to console the unemployed with the assertion 
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that this was the first Chinese Government to concern itself 
with relief. With regard to the peasants, he said that the 
Government had to be “very strict” in the collection of 
the gra'n tax, as China’s economic recovery depended on jt 
and warned against a “ disorderly ” application of the prin- 
ciple of land reform ; the people, he said, must not be too 
“impatient,” but must carry it out “step by step, stage by 
stage and area by area.” It would be soon enough if it were 
“generally implemented ” by the end of another three years, 
Meanwhile, this year’s food shortage would be overcome 
“without a scrap of relief grain from abroad” ; American 
offers to help relieve famine would be rejected. 


In the collection of taxes and the sale (at high pressure) of 
“ victory bonds,” Mr Liu said Communist officials had shown 
such serious shortcomings that, unless there was an improve- 
ment, the party would become “ estranged from the masses,” 
Comrades had been enforcing orders without heed to actual 
conditions and had shown “ unwillingness to consult local 
people in a humble spirit.” Totalitarian leaders often talk 
like this when they find things are going wrong, and Mr 
Liu is no doubt quite sincere in calling for more “ humility.” 
But a dictatorship does not breed humility in its officials, 
except towards their superiors. 


& * * 


An “ Experiment in Freedom ” 


A relaxation of certain controls has been announced by 
the Minister of Town and Country Planning. In future a 
householder may extend his house by 10 per cent of its cubic 
content, up to a limit of 4,000 cubic feet, without having first 
to seek the permission of the planning authorities. Any 
enlargement within these limits is already free from develop- 
ment charge. The same concession is made to factory exten- 
sions, within an upper limit of 5,000 square feet of floor area. 
In addition, the erection of farm buildings has been freed 
from planning control, save in three of the proposed National 
Parks where the farmer must continue to inform the local 
authority of his building projects. This exception is some- 
what illogical. The merit of the National Parks is their 
natural beauty. It is the more civilised parts of the English 
countryside which need protection against unsightly building. 


Any simplification of planning control is to be welcomed— 
although Dr Dalton chilled the spines of his hearers by 
describing these pieces of administrative commonsense as an 
“experiment in freedom.” The ordinary citizen is tired of 
having his modest attempt to build a garage or store closely 
supervised while public bodies desolate the countryside with 
complete impunity. The latest example is the proposal of 
the Ministry of Fuel and Power to appropriate land in the 
Wyre forest in Worcestershire in order to reach its target for 
open-cast coal, while at the same time collieries are being 
closed in the neighbourhood for reasons of economy. The 
Minister has declared his intention to reduce the volume of 
planning controls whilst insisting that “ planning should be 
firmly applied in important cases.” It is undoubtedly the 
right policy ; but perhaps Dr Dalton has not yet realised that 
nearly all the “important cases” arise from the decisions of 
his ministerial colleagues. His own ministry is too weak 
to keep the real offenders in order—which leaves it with little 
to do but bully the private citizen. 


* * * 


No Change for the Civil Service 


Mr Attlee replied last week to the letter addressed © 
him in March by the staff side of the Civil Service Natio 
Whitley Council. He made it clear that he pane 
grounds in resisting the claims for higher salaries 
civil service. The staff side have now requested Mr A 
to receive a deputation, but even if the Prime Minister 
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to do so it is unlikely that it will be able to make him 
change his mind. 

The two main contentions of the staff side are that the 
Government’s policy of wage restraint is being applied more 
strictly to the civil service than elsewhere and secondly that 
the Arbitration Tribunal has been enjoined “ not to exercise 
their functions impartially on the merits of the cases before 
them, but to reject them all automatically in obedience to 
Government policy.” The Prime Minister’s reply rejects 
the first on the general and somewhat dubious ground that 
restraint has been observed outside as well as inside the 
service. On the second point he reaffirms the independence 
of the tribunal. In the letter this is correct ; in reality 
there can be no tribunal which has a more difficult task in 
combining impartiality and public duty, or is under greater 
direct pressure to adhere to Government policy. 


It seems likely that this state of concealed warfare will 
continue for the time being. The senior ranks of the civil 
service will not presumably embark upon an open clash with 
their masters, although they have a stronger case than 
almost any other grade. Lower down the staff associations 
are likely to await some future external pretext before they 
again press their claims. The only immediate victory 
which the staff side has gained is the withdrawal by the 
Prime Minister of the statement by a Treasury official at 
the recent hearing before the tribunal that the Treasury were 
not prepared to allow any claims to be discussed which had 
been made after September, 1949. 


* * * 


Private House Building Again 


In his budget speech the Chancellor announced that 
the annual housing target would be restored to 200,000 
houses from the figure of 175,000 to which it was reduced 
last autumn. Last week Mr Bevan announced that licences 
to owner-occupiers would also return to their previous ratio 
of one in five. Nominally the policy has been restored to 
that obtaining last year. But the statement was couched 
in sufficiently general terms to enable a change of policy 
to be made in the future without creating too much atten- 
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tion, Mr Bevan might possibly have been hinting that he 
may be prepared for a change of emphasis in favour of the 
Owner-occupier. It may be that the necessity to lessen the 
burden on both ratepayers and taxpayers is exerting its 
influence. Owner-occupiers, it must be remembered, build 
only at their own expense. It is to be hoped that before 
long Mr Bevan will be willing to go a step further in 
encouraging the owner-occupier. It is certain that he will 
be under pressure to do so from both the very rich local 
authorities where there is a high proportion of would-be 
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Owner-occupiers, and from the poorest ones who can no 
longer afford to incur an increasing bill for rate subsidies. 


Meanwhile the quarterly housing returns* show that 
the changes in the housing target were anticipated well in 
advance—or that the cut imposed in the autumn was 
only nominal in England and Wales ; there the number of 
houses under construction has risen markedly since Sep- 
tember, 1949. The fact that this rise is not visible in the 
diagram above is due to efforts of the Scottish housing 
authorities to get their own programmes into balance and 
to increase the rate of completions by reducing the number 
of houses under construction. Thus 1,567 more houses 
were under construction in England and Wales in March 
than in December. In Scotland the figure was 1,578 less. 


* * * 


Open Door in Turkey ? 


Whatever the results of the general elections which are 
being held in Turkey tomorrow, it seems likely that the grip 
of the state on the country’s economic life will be gradually 
loosened. This étatisme was introduced by Mustapha Kemal 
in 1933, when he found that the Turks themselves were 
unable or unwilling to supply capital to develop large-scale 
industrial enterprises ; as a result most of the country’s heavy 
industries and part of its light industries are now run by the 
state. Now, after a certain amount of American coaching, 
most Turks are agreed that the country’s economic plans 
require the services of the private—particularly of the foreign 
—investor ; and they are beginning to recognise that he 
requires reasonable assurances that there is a definite limit to 
the state’s encroachments in the economic sphere. 


The principal opponent of the Popular Republican party, 
which has been in power ever since the foundation of the 
Republic in 1923, is the Democratic party which is contesting 
all but one of the 487 seats. In 1946 it contested only one- 
third. This party, in which the merchants of Smyrna and 
Istanbul preponderate, would restrict étatisme to essential 
public services like the post office and the railways. It is a 
champion of both native and foreign private enterprise. In 
the case of the latter it would require reasonable safeguards 
to protect the Turk against a repetition of his experiences 
with capitulations and the public debt administration under 
the Ottoman Empire. 


The electoral manifesto of the Popular Republican party 





* Cmd. 7938 and 7939. 





The Economist by Air 


Two new Air Express Services are now in operation: 


CEYLON annual subscription £5 15s. or Rs. 77 
Copies reach Colombo on the day after publication, Our 
subscription agents are: 


The Basic English Bookstall, 
99 Chatham Street, Colombo, Ceylon. 


BRAZIL annual subscription £7 
Copies at present reach Sao Paulo on the Thursday after pub- 
lication, but it is hoped to improve this service considerably in 
the near future. Our subscription agents are: 
Orion Publicidade Ltd., 
Rua 7 de Abril 264, 13° Andar, 
Salas 1316/18, Sao Paulo, Brasil. 


| For either service, orders originating in the U.K. may be sent tox 
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1052 


has announced the party’s decision to withdraw from the 
Turkish constitution the statement of the six principles 
(symbolised in party emblems by six arrows) of nationalism, 
populism, étatisme, secularism, republicanism, and revolu- 
tionism. This would appear to be principally aimed at 
étatisme, since a constitutional amendment would also be 
introduced to safeguard the principle of secularism, and the 
other four principles have never been seriously challenged. 
The manifesto asserted that the party itself remained faithful 
to the six principles, but that it also believed that Turkish 
private enterprise should be given “ an ever-increasing role 
in the economic development of the country.” It promised, 
among other means to this end, assistance to private entre- 
preneurs from the newly-created Industrial Development 
Bank, which is the most important practical encouragement 
offered so far by the Government to the private investor. 


The PRP manifesto also contains the statement that “our 
doors will be held open to foreign capital wishing to work in 
Turkey and willing to comply with internauonal conditions 
accepted by foreign countries.” Whether foreign capital will 
leap to get in through the door is another matter. Foreign 
investors who have more immediately profitable fields before 
them, and who remember the rigours of Turkish economic 
nationalism in the "thirties, may feel disposed to caution. But 
they have, at any rate, been given a lead by the International 
Bank in Washington which has advanced half of the {T50 
million capital of the new Industrial Bank. 


x x x 


Disagreements in Germany 


American correspondents in Germany are responsible 
for reports—the first of which appeared some two months 
ago—that the British want to do away with the Allied High 
Commission and replace it by separate diplomatic missions 
in Germany. The British object, it is said, to the dominant 
voice of the Americans in all matters affecting Germany’s 
ability to pay its way, and accuse Mr McCloy of interfering 
with the legitimate business of the German Government. 
The Americans are reported to resent this “ torpedoing ” of 
the High Commission by the British, whom they accuse of 
disloyalty. 

At first sight it seems surprising that it should be the 
Americans who displease the British by interfering too much 
with German legislation. The State Department has in 
theory always tended to run ahead of the Foreign Office 
in granting liberties to the Germans. As early as 1946, 
Mr Byrnes declared at Stuttgart that the Germans were now 
democrats who could be trusted with their own affairs ; and 
American support has consistently been given to German 
claims for freedom from the Potsdam limits on production. 
American theory and practice have, however, often diverged. 
In practice the Americans have made a bigger effort to 
transplant their own constitution, administrative concepts 
and political views, in Germany than have the British. 
General Clay, for example, found nothing too trivial for 
his attention. The situation has become more complicated 
from the British point of view owing to the fact that his 
successor, Mr McCloy, plays the dual role of US High 
Commissioner and head of the Economic Co-operation 
Administration in Germany. Whereas the High Com- 
missioner might be prepared to leave the Bonn Government 
freedom in such matters as income tax, the guardian of 
ERP funds uses his weighted vote in the High Commission 
to intervene in German legislation. Since the High Com- 
mission was established, almost all the interventions in its 
name have, in fact, been made on behalf of the ECA, and 
have, by British standards, been unjustified. The British 
0s jp the scapegoat over dismantling long after France 

ad become the main obstacle to a clear settlement of the 
question. Now they are still suspected by the Germans of 
being the niggers in the woodpile. 
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For both British and Americans the Anglo-Ge 
negotiations proved an unfortunate episode. It was hard 
for the British—who only last autumn, at a crucial time fo; 
sterling, had been forced to pay out $7,000,000 to the 


TMan trade 


Germans—that the Americans should intervene to prevent 
their arranging settlement in sterling. The Americans, on 
the other hand, oppose any move towards consolidating 
sterling bloc that would cut itself off from dollar trade. 
This matter now waits for a solution through the European 
Payments Union. 


The wider question of the future civil control of Germany 
will be discussed by the Foreign Ministers in London. [t 
is clear that the ECA must retain at least as much right to 
supervise the economy of Germany as that of any other ERP 
country. For the sake of granting freedom to the Germans. 
it would be foolish to whittle away too many of the links 
that bind the United States, through Congress, to an active 
part in Europe. Furthermore it would be unwise, and unfair 
to the few friends of democracy in Germany, to relinquish 
all right to ensure that the liberties laid down in the Bonn 
Constitution are not infringed by the Germans themselves, 
These safeguards apart, the sooner the Federal Government 
gets its freedom the better. 


* * * 


French Wage Bargaining 


In Paris this week the new high commission for collec- 
tive bargaining began its difficult work of working out and 
getting agreement on a new minimum wage for French 
workers. Fifteen trade unionists, fifteen representatives of 
employers and three delegates each from the government 
and family organisations are starting from different estimates 
of what an unmarried, unskilled labourer needs to live in 
Paris, with the Communists choosing the highest figure and 
the government the lowest. Whatever the commission may 
decide, the final decision rests with the Minister of Labour. 


The problem of employment and wages remains full of 
danger. It is true that the number of persons receiving 
unemployment compensation is only 62,000, as compared 
with a monthly average of 374,000 in 1928 ; but the figure 
has almost doubled since last April, and the Ministry of 
Labour’s figure of 182,000 employed less than 40 hours 
per week cannot be accepted without caution. The 
number of work stoppages during the first three months of 
this year amounted to 1,240 against 358 in the corresponding 
period of 1949; and the strike in the Michelin factory 
at Clermont Ferrand, which lasted two months, was the 
worst since 1948. The number of working days lost during 
the first quarter of 1950, although they did nothing like the 
economic damage sustained in 1947 and 1948, is nevel- 
theless disquieting as a token of industrial unrest. 


With the nationalised railways and the Gaz de France in 
dire straits (the price of gas will have to be raised before 
long), there can be no question of big wage increases in the 
nationalised industries. If, however, the theory of the 
wages-front were abandoned both by the employers and 
the unions in favour of negotiations in the individual business, 
a good deal could probably be done for the workers. At 
present the employers are naturally as disinclined to concede 
a raise in an enterprise which can afford it as the umions are 
to accept a reduction justified by the individual enterprise s 
finances ; for both bodies fear that a local concession may 
spread all along the “ front.” 


According to the Institut National de la Statistique, the 
real wages of the single worker stood in the autumn of last 
year at 81 per cent of the 1938 figure and those of the worker 
with wife and two children at 109 per cent. This is the 
percentage for the whole of France; but Paris is con- 
siderably worse off than the provinces. Discontent is 
widespread and the situation in industry is precarious, S0 
that public opinion will not tolerate indefinite wrangling by 
the collective bargainers. 





i 




































THE ECONOMIST, May 13, 1950 


THE NEW 


¢ la =| CHAMBERS’S 
AGA COOKER & water HEATER | WH NCYCLOPADIA 
=o 


ITS CONSTANT READINESS 


VOLUMES 


ITS IMMACULATE CLEANLINESS e w encyclopaedia 
. Zs on a great scale 
ITS LABOUR SAVING for over 
twenty years 
ITS TREMENDOUS SAVING IN FUEL... and it is 


and all the kot 
water you need 


HERE IS A HEAVEN OF COMFORT in the house with an 
Aga! Its fire burns continuously without work or 
worry for you, yet uses only a shilling’s worth of fuel 
a day or less—doing all your cooking and giving you 
enough hot water for 3 piping hot baths daily, and for 





all other household uses. Pre-Publication Demand 

The Aga model CB Cooker and Water Heater shown Last Autumn the publication of this great new work was 
here has a guaranteed maximum fuel consumption for fore-shadowed. Orders immediately poured in from all over 
the year of 3 tons of COKE (in plentiful supply). the world. Sets are now on their way to every quarter of the 


globe. The demand is enormous. 


Modern, Up-to-the-Minute 
Such a demand is not surprising. No work can compare with 
the new Chambers’s for accuracy, completeness and authority— 
or, indeed, for sheer value-for-money. It is the newest 


This size model is also available without water-heating 
and there is a larger 4-oven cooker. Prompt 
deliveries can now be made. Aga models 4 
from £85 — £115. f 





Hire purchase encyclopaedia at the lowest price for anything remotely 

terms from comparable. And you must apply soon to make sure of a set of 
£ 2 the first printing. 

a month. ee eee ee ee 


To: THE NEW CHAMBERS’S ENCYCLOPADIA 
(E) George Newnes Ltd., 136-137, Long Acre, 
London, W.C.2. 


Please send me without obligation your fully descriptive 
brochure, containing actual colour plates from the 
new Chambers’s ypxdia, and details of the 
various methods of pay: 


POST NOW 





As a beginning and 
te give some idea 
o the astounding 
wealth of informa- 
tion that it will 
place in your hands, 
fill in the coupon 


FE DOIN iis sescheicinsthtiag ctihinptichiiiinneniieiininpasinlinatipiniaatoi se 
(Please give exact title, rank, Mr., Mrs. or Miss.) 





(en nee eee 











a NOW for full | Profession 
A : details. Householder? 
( No obligation, of 5 
Se nd To- { “ws course Address ‘ins 
for full details of all Aga models. Write 


to: Aga Heat Ltd., 34/2 Orchard House, Orchard Street, London, W.1, 
(Proprietors; Allied Ironfounders Ltd.) 








1054 


Light on Delinquency ; 


This week the Carnegie United Kingdom Trust has 
published* what will probably rank as one of the most 
important studies of delinquency to have been made in this 
country for many years. Its author, Mr D. H. Stott, was 
virtually adopted on to the staff of an approved school for 
four years, during which period he made an intensive study 
of 102 boys. He had no control group of non-delinquent 
boys, and his study is consequently not statistical. Nor, 
however, is it solely what the casual reader might think it 
to be—simply a collection of absorbing, fascinating case 
histories. The histories do indeed account for a very large 
part of the text ; but they are woven into his arguments for 
illustrating his hypotheses. 


Mr Stott is a psychologist. He also apparently belongs to 
the school of psychology which believes in the predominating 
influence of environment—in its widest sense—as against the 
influence of heredity in determining character and abnormali- 
ties of personality. It is, therefore, not surprising that in 
his approach to his study of the boys he should have been 
on the lookout for environmental stresses throughout their 
childhood. What is significant is his gradual abandonment 
of the “spoilt child syndrome” that he favoured when he 
began his study. Instead, he found himself faced with the 
fact that every boy, every one of the 102, found himself in 
an emotionally intolerable situation chiefly because of his 
failure to achieve normal human relations, particularly with 
his parents. The number of cases in which he found that a 
boy was “ avoiding,” that is, refusing to face an unbearable 
relation with his parents, particularly his mother, or the 
possibility of losing them, and flinging himself into restless 
pursuits to divert his thoughts, is too impressive to be 
dismissed as psychological claptrap. 


Mr Stott gives a statistical summary of his 102 boys, rating 
them in accordance with the emotional disturbances they 
were subject to and the symptoms—pilfering, showing off, 
violence and so on—that they demonstrated. But his 
deliberate disregard of the statistical method will, of course, 
mean that his conclusions cannot be taken as valid. He 
himself suggests new projects of statistical research to test 
out his hypotheses. For instance, why does one boy, 
also with a bad home situation, merely become neurotic— 
or snap out of it altogether—while another becomes delin- 
quent ? Perhaps there is more in the genetic theory than 
Mr Stott, the environmentalist, allows. But the great impor- 
tance of his study is to show how frequently the particular 
forms of bad environment that he stresses were found among 
his delinquent boys. The report should give a salutary jolt 
to those who think that delinquency needs severer punish- 
ment and the revival of birching—though Mr Stott faces the 
problem of how the claims of society can be reconciled with 
the needs of young delinquents for sympathetic treatment. 
Perhaps the most revealing remark in his book is his assertion 
that “at heart most boys were just as much worried about 
their getting into trouble as were their parents or the Home 
Secretary.” 


& * * 


Virginibus Puerisque 


The Departmental Committee on Children and the 
Cinema has spread its net wide. It has concerned itself with 
matters as diverse as the long run moral influence of the 
cinema, the behaviour of queues at children’s film clubs, the 
hours of cinema going, the teaching of film appreciation, and 
the classification of films. On some of these questions it can 
only sound warnings and ask for further research. So far as 
the effect of the cinema on actual delinquency is concerned, 
the Committee (with one dissentient) gives a clean bill to the 
cinema, although it expresses concern about the more general 








a Delinquency and Human Nature,” Carnegie United Kingdom 
rust, 
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and insidious inculcation of false values. The evidence is 
loose, the reasoning on that evidence general, and there js 
obvious need, before oy useful conclusions can be 
drawn, for expert psychological enquiry. On other matters 
it is strictly practical; for everyone’s sake the under-fiyes 
should be excluded from children’s club performances 
and subject to local variations the unaccompanied under. 
twelves should have an eight o’clock cinema curfew, 


These recommendations, while eminently sensible, are Jess 
interesting than those on the classification of films. The 
classification recommended by the committee would entirely 
exclude children from one category of films (marked X); jt 
would designate another category as C, or the sole source of 
material for children’s matinees and club performances ; as 
far as the other films are concerned, the classification of the 
A, U, or intermediate rating would serve merely as a guide 
to audiences in general and parents in particular. This js 
refreshingly realistic and constructive. Every parent knows 
that the present classification is almost entirely farcical both 
in content and enforcement. But any classification, particu- 
larly one having legal force, will inevitably raise awkward 
borderline cases. One might see it argued that no impres- 
sionable adolescent should be exposed to the impact of the 
bedroom scene in “ Hamlet” ; would this, an A film which 
certainly deserves its label, by any deplorable chance get 
an X ? Everything will depend on the sense, taste, or under- 
standing of children and young people, on the part of those 
responsible for classification. The committee wisely recom- 
mends a special and specially qualified body, distinct from the 
British Board of Film Censors, to do this job among many 
others arising from the recommendations of its report. Here 
is an excellent opportunity for legislation whose fate would 
= depend on the current balance of the Parliamentary sick 

st. 


























Restrictionist Wrath 


We are not disposed to treat altogether with contempt 
the anger of the farmers. We saw that tempestuous sea of 
vehement men which filled and overflowed the great room 
at the old Crown and Anchor on Tuesday. We heard 
fierce denunciations against a Parliament without integrity, 
and without sympathy for the constituencies. We heard 
public faith derided as impracticable, and combinations 
recommended not to pay the taxes. Openly was it avowed 
that the loyalty of the farmers had been purchased by 
a tax on bread, and that obedience was only to be expected 
from them on condition of their having permission to 
ravage the people. Loudly was it proclaimed that the 
monarchy, the aristocracy, the church, all our national 
institutions, rested on the Corn Law, and were all to be 
destroyed by wheat falling to 36s. the quarter. One 
speaker talked of the farmers mounting their horses, and 
taking the field. Another declared he was prepared to 
fight for the restoration of the bread tax, and more than 
one stalwart, red-faced, burly yeoman echoed the declara- 
tion, “ Aye, we'll fight for it!” with lungs that seemed 
strangers to disease, while the whole assembly rose and 
cheered the statement as if fighting were as agreeable 4s 
fox hunting. The right of restriction was furiously 
demanded—the duty of confiscation advocated—and senti- 
ments, so outrageous that no chartist assembly would 
dream of uttering them, were vociferously applauded, the 
gentlemen frequently rising and waving hats and handker- 
chiefs, and repeating their exclamations, as if they were 
at a loss for means to express their admiration of excite- 
ments to sedition and rebellion. Such proceedings are 
calculated to alarm the timid, and fill the courageous with 
regret and sorrow at the folly into which the wrath of the 
restrictionist farmers enables designing men to lead them. 


The Economist 


May 11, 1850 
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Bird twigs 
marble mystery 


“WORLD CHAMPION ALL-ROUND INSU- 


LATING MATERIAL CONSISTS FINE GLASS 
FILAMENTS STOP SPUN FROM GLASS 
MARBLES STOP.” Who wrote that? We did. 
Who read it? 5,000,000 business men, 20,000 
"architects, a host of mixed engineers, a brigade of builders . . . and one Bird. 
One houseproud hedgesparrow, homing in a hawthorn near St. Helens, is lining this 


year’s nest with a cosy layer of permanent insulation against heat, cold and 
We are exhibiting at the 
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material, not only is it turned out much more quickly and 
cheaply, but the component is also resistant to corrosive 
liquids. At 17,000 r.p.m. it pumps 250 gallons per hour, 
yet it measures only 0.040” thick with a diameter of 1.65”, 
and a pressure of 10 lb. per square inch does not affect the 
flange. These figures show what Bakelite materials can 
withstand. Perhaps some component from your factory can 
be more quickly and cheaply produced by moulding. 
Why not write, or ring SLOane 9911, and let us know your 
particular problem —our Technical Engineers are always 
at your service, 
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BAKELITE LIMITED, 18 GROSVENOR GARDENS. LONDON. S.W.1 »- PHONE: SLOANE 991] 









1056 


THE ECONOMIST, Mey 


13, 1959 


Letters to the Editor 


Oxford on Keynes 


Sir,.—Have economists lost all capacity for surprise and 
indignation ? Or have they, after all, no duty to comment on 
current events ? Or was Keynes not only wrong in detail, as 
Heaven knows we all believe, but also in his fundamental 
principles ? 

We are presented in the United States with the standing 
paradox of a nation suffering from no balance of payments 
difficulties but 7 per cent unemployment, trying of all things 
to balance its budget. What lunacy is this? Is it just ante- 
diluvianism or some new theory of which we have not heard ? 
Why is the British budget surplus, obtained in conditions of 
over-full employment, held up for imitation? Surely the 
situation is as simple as it looks: the Americans can either 
balance their budget or their overseas trade, but not both ; 

they can either pay their taxes or have a secure job, but not 
both. But how is it that even the sanest correspondents—even 
your own American Survey—are not surprised, exasperated or 
even amused at this economic suicide ? Do your American 
staff believe in Say’s law ? 

Only less paradoxical—and more tragic—is the German 
case. To be sure they are in grave balance of payments diffi- 
culties, but they have several million unemployed. Is it then 
so absolutely certain that they must balance their budget ? It 
is nearly impossible to teach a German banker or economist 
Keynesian theory, but at least when their politicians indulge 
in a littkhe Keynesian practice we should think twice before inter- 
vening. In all the controversy about the income tax no mention 
has been made of the unemployed, who, of course, and not 
the American taxpayer, are the chief victims. We have held 
our hands over the failure of denazification and the resurgence 
of anti-semitism, only to strike in a purely economic quarrel 
where the pros and cons are very evenly balanced. 

Oxford, Sir, is the home of lest causes.—Yours faithfully, 

New College, Oxford P. J. D. WiLes 


A Defence of Laval 


Sir,—I claim no other quality for writing to you than that 
of being for 25 years a regular reader of The Economist, end 
of having been from 1942 to 1944 Secretary-General of the 
government headed by Pierre Laval. I have been struck by 
the hestile tone to the latter of your book review of April 25th 
headed “ The Vichy Story.” 

I admire General Wevygand’s military quetities and I am 
M. Bouthillier’s and M. Baudouin’s friend. But it is not on 
their evidence that a paper, whose objectivity and critical sense 
have made its reputation, can improvise a judgment and speak 
of “the ultimate depths and infamies of collaboration as 
practised by Laval”—no more than Mr Churchill could be 
taken as an impartial judge of the present Labour Govern- 
ment’s policy or Mr Attlee of that of a future Conservative 
government. 


England used to respect the memory of the loyal opponents 
of her policy—even when she had fought them bitterly during 
their lifetime—and Pierre Laval was not her enemy, and even 
less a disloyal man. My functions at Pierre Laval’s side enable 
me to assert that he was neither pro-German nor anti-Allied. 
Inside the country his policy consisted in defending the French 
and it is on this point that he centred his defence in the 
notes jotted down in the prison of Fresnes for the use of the 
examining magistrate, and which have been published under 
the title “ Laval parle.” 


As for his foreign policy—on which the hurriedness of his 
condemnation did not allow him to express his views—it was 
constantly directed against Hitler’s ambitions, and there is no 


doubt for me that in the event of a Nazi triumph—which he 
dreaded as much as a Soviet victory—he would have beey 
ruthlessly eliminated. Pierre Laval, alive to the twofold peril 
menacing Europe—if not the world—hoped for a negotiated 
peace, which would have neutralised at the same time the Na); 
and the Russian imperialisms, without any of them being abje 
to boast of final victory and impose its rule. This policy cay 
be taxed with chimera. It can be contended that France, afte; 
her defeat, could not pretend to the role of abitraior whic) 
Laval wished to give her. It can be more simply noticed tha: 
this policy has failed. But five years after the unconditional 
surrender of Germany, can it be said that the Anglo-Saxon 
policy has achieved its war aims ?—Yours faithfully, 
JACQUES GuERARD 
Madrid 


Nationalisation in the Sudan 


Sir,—Your correspondent’s article of April 8th gives the 
impression that there was no point in hastening the nationalisa- 
uon of the Gezira Scheme. The reasons he suggested were : — 


(a) The tenant is not worrying about the wrongs and rights 


for hired labour, iced beer and taxi rides. 

(b) The aim of the decision not to renew the Syndicate’s 
concession was to offer opportunities for Sudanisation 
through nationalisation. 

(c) The tenant has a prejudice against the recruitment of 
Sudanese. 


I should whole-heartedly accept the writer’s views if onl) 
his statements were correct. But as a Sudanese agriculturist 
with some years of service in the White Nile Schemes referred 
to in the same article, I should like to comment on the above 
points. 

(1) Supposing that the first point was correct, are we to 
blame for it? No. The blame should be laid at the doors of 
the Syndicate. It is due to the system followed which indeed 
was dictated by an absolutely commercial target. The system 
offered little or no opportunities for the development of the 
tenant himself. No wonde-, therefore, if after forty years of 
tenancy under the Syndicate’s system of management, the 
tenant has been accused of failing to spend his surplus money 
properly. 

(2) This leads me to my second point. It explains why the 
tenant’s enlightened and thinking brethren decided not to 
renew the Syndicate’s concession. They intend to put the 
Scheme under a system which provides ample opportunites 
for the development of the land as well as the tenant and !or 
saving his soil as well as his soul. No longer do they want 
to see him treated as a machine but as a farmer and a true 
participant. 


(3) As regards the third point it is difficult to say how inten- 
sive and expensive that prejudice is. In the White Nile Schemes 
there has been a slight prejudice against Sudanese agi 
culturists. Your correspondent, however, has commented 
favourably on the result of the devolution of the juni! 
inspectorate posts to Sudanese though he goes on to say “ the 
rea] test will come when the senior inspectors are Sudanese. 
Let me emphasise this vital point which applies not only to 
junior posts but more so to senior posts particularly in the 
Gezira Scheme. Provided that the Government put the right 
men in these posts, which indeed is not an easy task, al! I » 
say is “give them the tools and they will finish the job.— 
Yours faithfully, 


Musa AppeL KAkIM 
School of Agriculture, Gordon Memorial College 
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Sir,—May I be allowed to comment on one or two points 
raised by your correspondent in his article entitled 
“Nationalisation in the Sudan,” published in your issue of 
April 8th ? 

Wauile your correspondent warns the Sudan Government 
against “fast progress on paper,” he has committed the same 
mistake. If the Gezira tenant is as indifferent, self-centred and 
ruthless as your correspondent pictured him, will not consulting 
him be another “fast progress on paper ”? 

This is not the case. Indeed the tenant has not been con- 
sulted through any constitutional or formal way. But it has 
been clearly understood, long before the Advisory Council for 
the Northern Sudan recommended nationalisation in 1946, 
thac the Sudanese were in favour of the move. In fact 
nationalisation of the scheme came in the first place from 
the Sudanese themselves. In a memorandum raised to 
the Sudan Government in 1942 by the Graduates General 
Conzress, it was demanded that the concessions granted to 
the Syndicate should not be renewed. The matter was 
stronzly supported by the Sudan local press, and it is 
generally held by the Sudanese people, who are not fond of 
many of the Sudan Government’s decisions, that nationalisa- 
was a wise and sound move. When I visited the 
Gezira in 1948 I was plainly told by the many tenants I met 
that they favoured nationalisation. No one of them has even 
showed any fear, or objected to the “changes in the field 
staff” as your correspendent claimed. 

The picture drawn by your correspondent to illustrate the 
tenant as a ruthless, indifferent, weak “spiv” is not only 
unfair but ridiculous. Indeed the tenant employs hired labour 
in some parts of the Gezira. But this is not because “ he does 
not want to demean himself with manual labour.” This state 
of affairs is dictated on him by necessity—timing of irrigation, 
of picking and many other difficulties which he cannot over- 
come otherwise. Scheme or no scheme, the Gezira tenant has 
always been known for his hard work, devotion and love of 
the land —Yours faithfully, Besuir M. Sarp 

109 Sussex Gardens, London, W.2 


Electricity Capital Programme 


Sir,—May I refer to your Business Note in The Economist 
of April 29th, which might be taken to imply that Lord 
Citrine was inconsistent in protesting against a possible further 
cut in the British Electricity Authority’s already cut pro- 
gramme of 1,500 megawatts of new generating capacity per 
annum. You ask: 


What does such a restriction mean when the rate of installation 

that proves physically possible is 566 megawatts (1948), 703 

megawatts (1949), or even 850 megawatts, which Lord Citrine 

indicated as possible for this year? 

This question ignores the fact that the rising manufacturing 
capacity will eventually surpass the 1,500 limitation. The diffi- 
culty of providing generating plant is almost entirely confined 
to boilers and associated equipment, and the boilermakers are 
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confident of their ability to expand output in the course of the 
next few years, so as to produce 1,500 megawatts a year, and 
much beyond this. Lord Citrine indicated the measures that 
have been taken to increase manufacturing capacity not only 


by the extension of existing works, but by the bringing in of 
additional firms. 


I am sure you appreciate that the British Electricity Autho- 
rity must plan several years ahead, and that a decision to cut 
their investment programme would mean that orders could not 
be placed with manufacturers to enable them to reach the 
output needed to overcome the deficiency in electricity 
supply. 

You will remember the insistence of the Anglo-American 
Council of Productivity on a greatly increased supply of 
electricity and the need for every possible measure “not 
merely to maintain the present level of mechanisation, but 
also to imcrease the power and modern tools available to 
British workers.” In their 1949 report the Council confirm 
“that there is apparently available in the United States two 
or three times the amount of electric power per industrial 
worker that is available in the United Kingdom.” It is the 
intention of the British Electricity Authority to reduce this 
disparity, but to do so they must be allowed to provide the 
generating plant needed.—Yours faithfully, 

H. F. CarPENTER 


British Electricity Authority Secretary 


Raod Rationing 


S1r,—In a Note of April 29th you stated that there appeared 
to be no reason why the rationing of fats should not be imme- 
diately abolished. As no one has come forward to point out 
the error of this statement, I am encouraged to do so. 


As bakers we buy our allocation of margarine at 124s. 3d. 
per cwt., and cooking fat at the same price. There are varying 
prices, but these are the minima. The public purchase their 
margarine ration at 10d. per lb. and their cooking fat or lard 
at Is. per lb., retailed. In addition, the margarine available 
to the public is of a very much higher standard than is 
available to bakers, and is also vitaminised. The quality 
supplied to bakers, on the other hand, is very similar to the 
sd. per lb. margarine which was on sale at the beginning 
of rationing and soon withdrawn. 


If fat rationing were abolished, the natural course would 
be for us to buy from our local grocer, as this would mean 
a saving to us of over 30s. per cwt. at retail prices. I am 
not an economist, but obviously before this can be done, either 
the price to the public must be increased to a level nearer the 
price for bulk users, or the bulk users’ price must be lowered 
to the retail price. 


I would imagine that either course is at present impossible, 
and until there is a radical change in the Government’s policy, 
fat rationing will be with us for a lonc time.—Yours faithfully, 

60 High Street, Forres A. H. Forses 
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MODERN BANKING 
By R. S. SAYERS 
Seconp Epition, 1947. 15s. net. 
This book presents an exposition of modern banking in the light of 
current theory. In preparing this new edition, the author’s primary 


concern has been to bring the factual descriptions up to date and to 
modify or replace arguments that derived their main interest from 


conditions since disappeared. But he has also taken the opportunity 
to make slight alterations in the theoretical analysis itself. 

‘A book of high quality, which is as stimulating as it is informative.’ 
—The Economist reviewing the First Edition. 


By the same author :— 
AMERICAN BANKING SYSTEM. A Sketch. 
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Books and Publications 


ee zs fold ? ). It is a fallacy to believe that Soviet youth ; 

A European on the West dynamic and French youth more decadent mek sate ‘tae 
By André Siegfried. Hachette, Rather is the reverse the case. Nevertheless M. Siegfried by 

insisting that Europe should carefully examine its own com- 
lexity of character and tradition 
M. ANDRE SIEGFRIED begins his book with the proposition he the ani ae is See jcaran” mund 
that there belongs to each main branch of the human race a a 
psychological core or “ substratum” which is itself «ndestruc- 
tible but above which a people has the possibility of adapting An Exasperated Ambassador 
itself to circumstances. He inquires—chiefly in terms of : 
ethnics, cimate and economic geography—what, in the case “I Saw Freedom Betrayed.” By Arthur Bliss Lane 
of the principal European peoples, these “ substrata” are and Frederick Muller, 208 pages, 155. : 


whether, in fact, the peopics of western Europe appear to be i ‘ 
vaclien 7 d - _— ce ae ite PPE h Mk Lane was appointed as the first American Ambassador to 

g adaptations to their entirely novel environment, the é Co , ; , 
machine-see the mmunist-controlled Polish Government which had been 
Paes recognised by Britain and the United States as a result of the 
M. Siegfried, with all the visual observation of a master Yalta conference ; he resigned after the rigging of the promised 
traveller, describes the national characteristics of Latins, general election in Poland in order that he might be free to 
French, English, Germans, Russians and Americans. In sO put on public record what he had seen during his two years’ 
doing he is answering by implication perhaps the most tenure of the Warsaw Embassy. His book I Saw Poland 
important of all topical questions: in what sense can free  Berrayed has now been published in a British edition with a 
Europe achieve unity? On this problem M. Siegfried sheds —_—sjightly modified title. It is a straightforward narrative of 
a great deal of light. Since he is a historian he is wholly inno- personal experience with a number of episodes of great 
cent of the political optimism of President Roosevelt or of interest ; there is, however, a lack of the kind of political 

. . . . . > 
the cheerful economic integrationism of Mr Hoffman. His analysis which would make the book a serious contribution to 
argument proceeds in fact from an assumption directly opposite contemporary history, and the publisher’s method of printing 
to that of those builders, sentimental-cum-material, of @  gocuments without either recession or quotation marks often 
European or world order who think in terms of geographical —_ renders it impossible to discover whether Mr Lane is quoting 
transnational blocs. For M. Siegfried Europe is a force which, from a document or giving his own comments 


during the past centuries, spread its intellectual and technical _ : ; : 
genius throughout the entire world, not in spite of, but because His story is one of frustration and of the continued failure 
of its own critical diversity and political disharmony. Its of the American diplomatic mission either ae art. the Polish 
world-power, in other words, derived from a technique which Government © fulfil the pledges which it had yo the 
owed nothing to the political conformity of a universal state.  CO@dition of recognition or to afford to American citizens in 
The conclusion appears to be that, at a time when European Poland the protection which, under traditional conventions of 
inflsaere ig in retreat. cheded end even tt home bebote ‘the international intercourse, an Embassy was entitled to extend. 
forces of Asia, it is unreasonable to expect the western half | [he disappearance of employees of foreign embassies, arrested 
of the old continent miraculously to unite politically and stand Without warning by the secret police, has now become a 
at bay within its own original confines. The Iron Curtain commonplace of life in Communist-ruled countries, but when 
may be hanging now along an essential line of demarcation Mr Lane went to Warsaw it was still an innovation and he 
between Christendom and Barbary. But that is not to say _€Ver got accustomed to it. The perpetual lying and evasions 
that western Europe, because physically threatened by its certainly frayed his nerves, and his record shows in detail the 
Asianised Eastern half, may by political artifice be unified and  2™azing falsification of news which the Polish Communists 
rendered viable. It must indeed be physically defended, but ‘developed into a fine art. The book is indeed an effective 
as part of the Atlantic community. M. Siegfried seems to commentary on the Yalta agreement over Poland, but it leaves 
believe that in 1950 Europe exists, not as a bloc, but spiritually, | i greater obscurity than ever the calculations of President 
as the continuing ideal source of a western civilisation of which Roosevelt in connection with it. According to Mr Lane, Mr 
the United States has already become the technological centre Roosevelt told Rozmiarek, president of the Polish-American 
and the supreme guarantee. But at the same time he regards | Congress, that he did not trust Stalin, but in an interview with 
the American west as likely in fact ultimately to evolve a very | Mr Lane on November 20, 1944, on his appointment 2s 
different type of civilisation, Ambassador, “stated that he had entire confidence in Stalin's 
“Tts [America’s] conditions are no longer those in which word and felt sure he would not go back on it.” 
Europe was formed; Europe non-conformist, divided and 
rebellious, but our mother. Something new is being born there 


which will still be the West but no longer our West.” Persian Resistance 


M. Siegfried, who represents the critical spirit of Europe, 
cares too much for western values to see them debased as the 


Paris. 220 pages. 276!rs. 


“Russia and the West in Iran, 1918-1948.” By George 


convenient jargon of committees and conferences. That he Lenczowski. Cornell University Press. (London : 
should acclaim the United States as the actual centre of the Geoffrey Cumberlege.) 383 pages. $4.50 or 36°. 

west is therefore more significant than all the arguments of | Wy has Russia, armed with its attractive message to land- 
geopoliticians. less peasantries and nascent proletariats, succeeded in China 


It is possible, however, that he overrates the strength of the but failed, more than once, in Persia? Is it because of some 
Asian challenge (is it, for instance, true to speak of “the trait in the Persian character or because some third force has 
immense confidence with which the Soviet people regards its served as a deterrent ? The book that could answer this riddle 
“future” ? That is scarcely the atmosphere of contemporary would be a thriller, for it would hold the key to the next ten 
Moscow). Possibly he also underrates the capacity of Latin years in western Asia. Professor Lenczowski is, howeve!; # 
races to evolve politically (is it inconceivable that the French _ historian, not a prophet, and he limits himself therefore to pt 
may struggle out of their present political morass by seizing viding the data.on which conjectures can be advanced. This 
hold of the idea of a greater European unity within the Atlantic he has done dispassionately and well. 
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What does it 


add up to: 


“T had three apples, one pear and a wooden 
wheelbarrow. My mother gave me three half- 
pence and some good advice. What does it all 


add up to?” 


Simple arithmetic is not so simple when 
the subjects to be added confuse the mind 
with matter. For instance, add 50 years’ 
experience to 53,000 skilled people in 30 
factories in 20 towns; put down £1m. a year 
for research; enter such items as a quite 
remarkable apprenticeship system, and throw 
in flawless electrical engineering design, 
modern manufacturing methods and fair 
dealing. What does it all add up to? The order 
books of the Associated Electrical Industries 
Group could show that the answer was the 
making of £50m. worth of electrical equip- 
ment a year. In detail there would be mention 
of such matters as jet engines, infra-red 
equipment, radar, flat irons and coffee pots 
— everything electrical, from the greatest to 

the smallest. Or, turning from simple 

addition to the A.B.C., we can write the 
answers in three letters: A.E.I.—in which 

A=<Associated, E=Electrical, I=Industries. 

Sum total — Associated Electrical Industries 

whose member companies make £50,000,000 


worth of electrical equipment in a year. 


Output per year £50,000,000 
Exports per year £15,000,000 
Highest H.P. 14,000 
driving motors : 
Giant Transformer 242,000 
(volts) | 
Number of employees | 53,000 
i 
Factory floor space | 10,000,000 
} 


(sq. ft.) | 


It all adds up to AE] 
| 


Associated Electrical Industries 





PARENT CONCERN OF 
THE FOLLOWING COMPANIES 


The British Thomson-Houston Co. Ltd, 
Metropolitan-Vickers Electrical Co. Ltd. 
The Edison Swan Electric Co. Ltd. 
Ferguson Pailin Ltd, 

The Hotpoint Electric Appliance Co. Ltd. 
International Refrigerator Co, Ltd. 
Newton Victor Ltd. 

Premier Electric Heaters Ltd. 
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As a Polish diplomat stationed in Teheran during the war, 
he watched from the side-lines the three-power occupation that 
turned into a scramble to preach to, and feed, Persia. As a 
professor in an American university, which he has since 
become, he has had a chance to set his personal observations 
into the context of Soviet imperialism in Asia. 


In no other book is the Persian part of the story told in 
such detail. Yet, through no fault of the author, it leaves an 
extraordinarily negative impression. Even the dynamic 
elements in it—the forcefulness of Reza Shah or of Russia’s 
etcasional thrusts southward—al] peter out in exile or with- 
drawal. No participant in events is very clever. No one 
learns by experience. No one wins a round except on the 
other fellow’s mistakes. Thus the Persians, when they 
thwarted the first Soviet attempt to dominate the north in 1921, 
succeeded because Russia’s Persian stooges were immature and 
quarrelled among themselves. Similarly, the Russians, during 
the recent war, regained lost ground because the Allies created 
local confusion and mistrust by maintaining the fiction of Big 
Three unity long after Russia had dropped all pretence. In 
1946 the Persians were able to oust the Russians from 
Azerbaijan because they again made all the mistakes that they 
had made in 1921. And in each interlude between Russian 
bouts of pressure, the Persian landlord politician built up a 
case for Communism by his refusal to sacrifice privilege in the 
interests of a better deal for the poor. 


In the course of describing this welter of accident and jar 
niente, the author contrives to leave a few firm impressions. 
One is that not a line of the Soviet thesis has changed and 
that the Russians will return to the charge. The second is that 
the Persians, though they have twice rebuffed Russia almost 
unaided, thanks either to the hold of their Shah and Mullahs 
or to the wiles of their politicians, are growing less and less able 
to do so without foreign support as knowledge spreads and 
more people expect a better deal. A third is that locally the 
West’s “cold war,” if it is to be conducted successfully, must 
become more strident and less apologetic for intrusions. Other- 
wise the British and Americans have to “ play second fiddle 
to Russian propaganda, because an offensive, especially in 
psychological warfare, always secures better results.” Unfor- 
tunately, the book closes in May, 1948, that is, after the 
Americans had promised material help but before they had 
encountered the difficulties of administering it to a touchy 
people. Professor Lenczowski would do a service if he would 

~ write a sequel. 


War in Three Dimensions 


“War in Three Dimensions.” _—_By Air Vice-Marshal E. J. 
Kingston-McCloughry. Jonathan Cape. 1$9 pages. 
ros. 6d. 

THE intention behind this book was excellent ; a clear exposi- 

uon of air warfare and of new strategic principles which the 

use of the “third dimension” has made necessary is much 
needed. Apart from Lord Tedder’s lectures, there has been 
n© authoritative work on the subject for many years, and the 
new developments in air warfare during and since the war, 
particularly the atom bomb, ought to be carefully examined 
to discover new, and possibly more efficient, methods of 
defence and attack. The author, however, does not live up 
to the promise implied in the introduction and the early 
historical chapters of his book. His analysis of the elements 
of air warfare, though somewhat confused by too many defini- 
tions of terms which are well enough known, is sound, but the 
strategic principles which he subsequently sets out to describe 


are not so easily intelligible. His style, too, does not make the 
understanding of his text any easier: 


The relative vulnerability of different classes of long-range 
bombardment target, and possibly, though not necessarily, the 
vulnerability of such targets as a whole, may be altered by an 
alteration in the basis of a country’s economy. For example, the 
development of a new source of power, independent of coal, oil 
or water, might not only facilitate dispersion and multiplication 
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but result in the elimination of such targets as oil refineries ang 

power stations without of necessity creating other targets of 

equal importance and vulnerability. ’ 
This does not really make sense; if the country were to 
change over to atomic energy, then surely the atomic plants 
would be as important and as vulnerable as power stations 

But it is unfair to the author to single out isolated passages 
for criticism. The book as a whole merits careful study. The 
invention of the atom bomb, as the author points out, makes 
it necessary to revise all previous ideas about defence, and 
all authoritative suggestions as to what changes should be 
made should be thoroughly examined. 


Shorter Notices 


“The Theory of Huctuations in Contemporary Fconomic 
Thought.” By Sidney D. Merlin. Columbia Univer- 
sity Press. (London: Geoffrey Cumberlege.) 2s, 
162 pages. 


It is often more difficult to correlate, compare, and as it were mutually 
to translate the theories of others than to build up a brand new 
theory of one’s own. This is particularly true when the methods 
of comparative economics are applied not to the work of the 
classics but to that of contemporaries whose ideas are 
themselves in process of constant development and change. Dr 
Merlin’s critical survey of present-day fluctuation theory attempts 
a job which certainly needed doing, the setting in perspective of 
the various approaches (e.g., those of Keynes, the Scandinavians, 
the econometrists, Mr Hicks, Mr Harrod) to the problem of fluctua- 
tion, and the indication of the lines on which a synthesis might 
be sought. The attempt does not quite come off. The various 
theories are summarised and criticised in scholarly and competent 
fashion ; the author is led to formulate some shrewd generalisations ; 
but—not surprisingly—the synthesis eludes him, as does its pre- 
liminary, the reduction to common terms of the various and variously 
named concepts used. 


“The National Debt in War and Transition.” By Henry 
C. Murphy. McGraw-Hill Book Company. 295 pages. 
308. $3.50. 
Tuts account of how the United States financed the war is written 
by a man who for many years directed research into public debt 
management in the Treasury Department, and who consequently 
saw, from the inside, the problems as they arose and were solved. 
In retrospect, the author believes that some of the increase in the 
public debt from $45 billion to $280 billion might have been avoided 
by more reliance on taxation and some use of compulsory borrowing: 
but he considers the fimance of the war to have been the most 
successful in the country’s history and the willing servant of the 
great mobilisation of human and industrial resources. 


“Economic Doctrines.” By Frank A. Neff. McGraw-Hill. 
S10 pages. 38s. 6d. or $4.50 
THIs enormous elementary historical survey rouses in the reviewer's 
mind a keen sympathy for the American undergraduates for whom 
it is presumably intended. The sympathy is qualified by apprecia- 
tion of the book’s very real merits ; its clarity of arrangement, the 
extent to which, in well chosen and vivid passages, the economists 
of the past are allowed to speak for themselves, the relation of 
economic theory at every stage to the main body of contemporary 
social thought. And if—as in an undisguised textbook one must— 
one is to have cross headings at virtually every paragraph, it is 2 
great thing to have headings which do in fact exhibit, as they do 
here, the marrow of the argument. Nevertheless, it is hard to 
understand the American attachment to the combination, yet once 
more exhibited here, of the monumental and the superficial in text- 
books ; also, more specifically, to justify the proportionate attention 
given to the various schools and individuals, the inclusion of some 
and the omission of others. That no English economist should be 
found worthy of comment between Alfred Marshall and J. M. 
Keynes may be explained on the grounds that one has to stop 
somewhere, that one cannot start, at this level, sorting out the 
modern schools, and that on the other hand to leave Keynes out 
altogether would be unthinkable ; the decision to allot two sketchy 
paragraphs to Stanley Jevons and fourteen pages (more that 
Ricardo’s allowance) to the obscure amateur, Henry Carey. may have 
sprung from patriotic motives, But if the purpose of an educational 
work is to give students a connected picture of a dynamically 
developing subject, then this book has not fully achieved its object: 
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‘Perspex’ 
‘Perspex ’ acrylic resin is one of the most versatile 
and attractive of the new synthetic materials which 
the British chemical industry has yet produced. 
Since |.C.1. chemists discovered it in 1932, this 
crystal-clear plastic has found hundreds of uses as 
varied as the transparent parts of aircraft, electric 
light fittings, chemical plant, and corrugated sheets 
for roof lighting. ‘Perspex’ is made from acetone, 
of which one method of manufacture is based on 
molasses, a by-product of sugar manufacture. 
The first step in making it is to produce a water- 
white liquid called methyl methacrylate. The 
next is to polymerise this liquid—that is, to cause 
its molecules to join in long chains. The result is 
polymethyl-methacrylate which is sold under the 
proprietary name ‘ Perspex.’ Although only half 
the weight of glass, ‘ Perspex ’ is extremely tough, 
and its development was a timely achievement of 
the British chemical industry. In 1939 it was 
adopted for the transparent parts of all British 
fighting aircraft, and today new uses are constantly 


being found for it. 
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| Steel progress continues 


One way the British Steel Industry keeps costs and 
prices down is by developing the most economical 
size of working unit. 

To-day, 101 blast furnaces are producing one 

and a half million tons more pig iron than 284 

furnaces did in 1920. 

Where smaller units are required for making 
special steels progress has been just as remarkable. 
For instance, production of high grade steels in 
electric furnaces is to-day more than three times as 
great as before the war. 

These are examples of initiative and enterprise in 
the iron and steel industry. 
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AMERICAN SURVEY 





Boom Forever ? 


(From Our American Staff) 


EFORE the war ended in Europe five years ago this 
spring, a considerable number of people both in America 

and elsewhere were prophesying that the cessation of hostili- 
ties would soon be followed by, at best, a major recession and, 
at worst, a serious depression in America. Almost every day 
since then someone, somewhere, has proclaimed the begin- 
ning of the stump. American business men, labour leaders, 
farmers, economists, publicists have all hailed it in turn, with 
a continuous accompaniment from Moscow and a sporadic 
one from other foreign sources. The volume of the chorus 
may have varied, but it has never ceased entirely. Yet 
during the entire five years, production and trade, income 
and employment, while they have fluctuated, have remained 
at very high levels. There has been no depression, and there 
has been no serious recession. Some measurements, it is true, 
indicate two minor recessions 
—in 1946 and in 1949—but 
others show only insignificant 
declines. Generally speaking, 
output has been more irregular 
than income, the money values 
of production and _ trade 
have moved more than their 
volume, monthly and weekly 
figures have ranged more 
widely than annual totals, and 
detailed series than broader 
indices. But some such varia- 
tions are occurring at all times. 


History may tell definitely 
why the prophets have been so 
falsified. At present a number 
of different but interrelated 
factors appear to have contributed to their confusion. First, 
the amount of demand for goods and services deferred 
by individuals, businesses and governmental units during the 
depression and the war, and the ability to make these 
demands effective, was much underestimated. Second, for 
various reasons, a series of public actions has stimulated high 
—to some degree inflationary—spending. Conditions abroad 
have brought about large government expenditures in the 
interests of defence, of economic and social reconstruction. 
and of friendship and charity. The “ welfare state ” has meant 
heavy government expenditures at home. Private spending 
has been spurred by the substantial reduction in income tax 
made by the Eightieth Congress and the $2.8 billion in sur- 
p.us funds now being distributed under the servicemen’s life 
insurance scheme. All these have resulted not only in a level of 
government spending much higher than was estimated during 
the war, but also one that has been rising almost steadily 
since the sharp reduction immediately after the war. It is out- 
running revenue to an increasing degree and, in consequence, 
there are both current and prospective budget deficits. 
Wage increases have been a persistent characteristic of 


BUSINESS INDICATORS 
(1935-39 = 100) 


(Quarterly estimates secsonol! 
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this period as a result of labour’s power, public policy, and 
the competition for business which made employers agree 
to wage demands in order to keep their place in the race, 
There has also been a very rapid and large rise in borrowing 
for the purchase of houses and consumer goods. And high 
consumer’s incomes have given a general momentum to these 
more specific stimulants. 

Third, the monetary situation has encouraged a high rate 
of expenditure. The liquid assets of the public were, and are, 
enormous as a result of war finance and the monetary authori- 
ties have maintained easy money in plentiful amounts and 
at low rates. At the slightest sign of declines in production 
and trade they have undertaken vigorous stimulative opera- 
tions. Fourth, business has been compelled to make very 
large expenditures on capital account. Inventories were low 
at the beginning of the period 
and fierce competition to reach 
customers with the most 
goods first led to intensive and 
large purchases. Competition 
also made it desirable to re- 
place as soon as possible the 
large proportion of plant and 
equipment which was obso- 
lescent at the end of the war. 
Perhaps most important has 
been the very high rate of 
scientific discovery and appli- 
cation ; here again competition 
made many businessmen feel 
that they had no choice but to 
install the latest at the earliest 
possible moment. 


Fifth, the number of marriages has been unusually great, 
making up for postponements during the war, and the 
flood of births from these and previous marriages has 
sent population far beyond earlier estimates. Sixth is a group 
of miscellaneous, but highly important, factors. Readjust- 
ments have, to a considerable degree, come in sequence, 
instead of concurrently ; this was mostly by chance, but 
strikes and shutdowns have also pulled the cycle of output 
considerably out of shape. Tax, labour and other develop- 
ments have meant a great redistribution of income which 
may have had different and more buoyant results than did 
earlier patterns. And finally, a fairly prevalent spirit of 
caution, coupled with much greater information, education 
and experience than in the past, has doubtless checked the 
growth of maladjustments. 


The long boom is by this time producing the historically 
well-known phenomenon of ebullient psychology. Some 1- 
dividuals and some businesses are getting involved in oper 
tions and commitments that can be justified only if these 
extremely favourable conditions persist. The stock market 
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have now pledged for weekly and monthly payments under 
hire-purchase plans a proportion of income so large that 
even a small decline would be calamitous to them. 


This boom psychology is appearing also in government 
affairs, where programmes and commitments could prove 
much less reliable than they now seem. The protests that 
come from some domestic interests at a suggestion of just 
a few more imports afe ominous; a farm price support 
programme that is nearly swamped by surpluses of some 
commodities, even during an extreme boom, raises doubts ; 
and a plan for the nation’s prosperity that is based on a 50 
per cent increase in house building over the highest 
level of all times is imaginative, to say the least. The same 
psychology is visible in international affairs. Last year’s re- 
adjustment, so small as to be invisible in annual figures of 
toral outlay, gave rise to an apprehension abroad which 
suggests that some people must be setting standards of 
stability and height for the American economy that historical 
and functional considerations indicate cannot possibly be ful- 
filled. Calculations calling for imports by the United States 
far above the levels attained in the present great boom are 
surely, to put it mildly, optimistic. And some of the exhorta- 
tions on “ proper performance by a creditor ” contain figures 
that must rest on assumptions, or dreams, possible only if 
America has really executed and buried the business cycle. 


The present buoyancy of trade and sentiment does not 
point to any early termination of extreme prosperity ; yet 
evidently a number of the factors which have sustained busi- 
ness activity are losing force or will be doing so before long. 
Consequently, it is most urgent that the assumptions which 
business men and statesmen are making, consciously and un- 
consciously, should be given careful consideration. Happily, 
something of the sort is being done by the Twentieth Cen- 
tury Fund and the National Planning Association, among 
others, and presumably, also, by Mr Gordon Gray in his 
official study of the dollar gap. But public attention is 
focussed elsewhere—especially on the antics of Senator 
McCarthy, and on the President’s effort to pull up his 
drooping public popularity by his whistle-stop tour of the 
country. 


Primary Elections: Iowa 
[FROM A CORRESPONDENT IN IOWA] 


From April to September, all across the country, voters in 
various States are selecting the contestants who will wear 
their party colours in next November’s elections. In Iowa, 
the lists for these primary elections closed on April 26th and 
on June sth the parties vote for their candidates. In 1948, 
fowan voters chose a maverick Republican for their State 
Governor by a majority of 120,000, a Democrat for Senator 
by one of 162,000, Mr Truman for President by 28,000, and 
conservative Republicans for Congress and for most state 
and county offices. So no one knows what to predict for this 
year, but Democrats hope to win the other Senatorship and 
perhaps one or two seats in the Federal House of Representa- 
tives. Liberal Republicans have little hope of anything. 


Senator Bourke Hickenlooper, the Republican who is 
defending his seat this year, is vulnerable. The Administra- 
tion would like to defeat him for attacking the Atomic Energy 
Commission last year and supporting Senator Joseph 
McCarthy against the State Department this year. His 
doctrinaire, stand-pat Republicanism has offended group 
after group of Iowans with concrete desires which can only 
be satisfied by federal spending and federal controls, and he 
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has done little to endear himself to the important farm 
interests. Mr Hickenlooper represents the Republican right 
wing which took a beating in Iowa in the 1y48 primary for 
the State Governorship. His Republican opponents in this 
year’s primary are, however, not too formidable, though one 
—Mr Earl F. Wisdom of Des Moines—has some support 
among all three of the groups that kept the incumbent 
Republican Governor from re-nomination in 1948: farmers, 
trade unionists and school teachers. Mr Wisdom is a lawyer 
and executive secretary of the Iowa Rural Electric Co-opera- 
tives Association, while Mr Hickenlooper is on the side of 
the private power companies in the running battle between 
public and private electrical interests. 


To fight Senator Hickenlooper, Mr Albert J. Loveland 
finally agreed to enter the Democratic primaries, although he 
was reluctant to leave his $17,500 a year job, as Under 
Secretary of Agriculture, for the hurly-burly of a campaign. 
But Democratic strategists risked hurting the feelings of the 
five Democrats who were already seeking the nomination for 
the sake of getting a strong candidate, and one who would 
back wholeheartedly the Administration’s Brannan Plan for a 
new method of supporting agricultural prices. On the issue 
of that plan, the Democrats hope again to pull together a 
farmer-labour alliance. Mr Loveland calls the present farm 
law a “ crow-bait horse,” whose flexible price supports “ flex 
in only one direction—down.” His 6} years as chairman 
of the Agricultural Adjustment Administration’s Iowa branch 
(which allotted and distributed farm subsidies there) give him 
a ready-made local organisation in the farmers who are the 
paid committeemen of its successor, the Production and 
Marketing Administration. 


Unless one of the six candidates for the Democratic nomi- 
nation gets at least 35 per cent of the votes cast for the office, 
the primary is inconclusive and the choice is made by the 
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State Democratic Convention. This could happen, but only 
one of Mr Loveland’s five opponents is considered a very 
serious contender. This is Mr Nelson G. Kraschel, Governor 
of Iowa from 1937 to 1939 and then an official of the Farm 
Credit Administration until 1949, when his post was 
abolished. Mr Kraschel was the last to enter the campaign 
and entered fighting the Brannan Plan: “Iowa farmers are 
entitled to more dependable protection against falling prices 
than a p!an that requires annual Congressional appropriations 
with which to pay cash subsidies.” No candidate in either 
party speaks for the consumers who doubt whether farmers 
need subsidies at all nowadays—nor for the low-income 
farmers who do not sell enough to gain much benefit from 
price supports. 


* 


The Governorship is conceded to the present Republican 
ho'der, Mr Beardsley, though a vigorous campaign for the 
Democratic nomination is being made by a man who was 
Public Safety Commissioner of the City of Des Moines until 
it abolished the office and is now responsible for a gramo- 
phone record programme on the wireless. His opponent in 
the Democratic primary is a former State Senator who has 
the same last name as the other Federal Senator, Mr Gillette, 
and the blessing of the Democratic organisation. 


All eight of Iowa’s Congressmen in the Federal House of 
Representatives are conservative Republicans ; al] must stand 
for re-election this year and five of the eight have no competi- 
tion at all in the Republican primary. Democrats are contest- 
ing all these Congressional seats in November, but only in 
two districts did they come anywhere near beating the 
Republicans in 1948. 


In one state office, Republican voters face a definite choice 
of principte: the Attorney-General, Mr Robert L. Larson, 
has been trying valiantly to stamp out gambling as a business 
for profit in Iowa. Gambling of all kinds has long been 
illegal there, but is usually tolerated. Woodbury County 
goes further and traditionally tolerates gambling run on com- 
mercial lines. The County Attorney, Mr Bernard A. Brown, 
is standing against Mr Larson and against gambling—when 
run by out-of-state gangsters. 


But for the most part, the Republicans on the ballot in 
the Iowa primaries are all very much the same type of 
Republican, and most of the Democrats who will stand 
against them in November are relatively unknown in politics ; 
several of them are liberal professors or students from the 
universities. Democrats complain that Republican law- 
makers vote to suit the manufacturers’ associations, but the 
only large manufacturer in Iowa’s public life—Mr Fred 
Maytag, 39 years old and a State Senator since 1946—is not 
going to stand again. Candidates are usually people whose 
time is more nearly their own: lawyers who can fit politics 
into an intermittent law practice, small-town business men 
whose businesses will go on without them, farmers with good 
tenants or hired men. 


Many Towans vote for their Congressman as for their 
County Supervisor: because they know him, because he 
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has done them some favour in the past or may in the future. 
or for some purely local reason. In some places the main 
consideration is whether a dying cross-roads community 
shall give up the ghost by abandoning its local schoo! to 
a consolidation scheme. In others it is whether to approve 
an issue of bonds for a local project such as a hospital. Voters 
are people who never heard of the new Republican slogan 
“ Liberty versus Socialism” and do not believe it is a rea] 
issue, who do not understand the Brannan Plan and are ip- 
clined to oppose it. They think the Democrats are better 
at preventing unemployment, at keeping the farmers pros- 
perous, and at avoiding a depression, but that the Republi- 
cans are likely to be more successful at cutting taxes, lowering 
the cost of living, and dealing with subversives at home and 
Russia abroad. 


American Notes 


Mr Truman on Tour 


The Grand Coulee Dam, in the State of Washington, is 
most conveniently ready for dedication just as the 1950 
political campaigning season opens. Equally conveniently, 
the three thousand miles of railway between it and the 
capital cross the sixteen Middle and North Western States 
where that campaign will be hottest. The chairman of the 
Republican National Committee is therefore not alone in 
doubting the non-political nature of the President’s journey 
to the dedication ceremony, in the course of which he 1s 
making eight major, and about fifty minor, appearances. Mr 
Truman insists that he is only giving the unbiased report 
on his work in the White House that the people of the United 
States do not find in their newspapers. But he and his 
advisers have always attributed his unexpected success in 
1948 to the similar reports, as straight from the shoulder as 
from the heart, made during his tours in that year. So have 
the Republicans, who this time have collected a chorus of 
their best speakers to drown the President’s arguments 
promptly. Mr Stassen, however, has tactlessly ensured that 
the chorus will fall on many unsympathetic ears by damning 


Mr Truman as “the worst President ever to occupy the 
White House.” 


In 1948 Mr Truman could denounce the Republican 
Congress in the same way and did so with great effect. This 
year, with a nominally Democratic majority in both Houses, 
Congress is a liability which he is seeking to reduce by saying 
that it must not be judged until it has adjourned. Mr 
Truman certainly hopes that his present tour will inspire his 
listeners to spur their Congressional representatives i 
Washington to improve their record before adjournment. 
Meanwhile he maintains that Congress is “ doing alright.” It 
is hard to agree with him this week, as Southern Senators 
prepare for a filibuster on the Fair Employment Practices 
Bill, which promises to hold up indefinitely all legislation 
except that embarrassing to the Administration. 


In his set speeches Mr Truman has been emphasising 
particular aspects of his Fair Deal programme in the places 
most interested—his farm plan in Lincoln, Nebraska, for 
example. But in all his speeches he is a ing for the 
co-operation between farmers and labour without which the 
Democrats cannot hope for victory in these traditionally 
Republican States, and he is bearding the isolationists in theit 
strongholds. The President, believing that the danger of 
war is today less than it was four years ago, has no hesitation 
in taking credit for the improvement. If he can demon- 
strate that the people of the Middle West seers seth him, - 
are prepared to go on supporting his policy of internationé 
co-operation, her wil be rendering a great service to his 
Secretary of State as Mr Acheson urges the free world to 
face its crucial dangers. 
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Chrysler’s Package 
¢ 


The Chrysler Corporation insists that the United 
Automobile Workers will find nothing in their new pension 
and welfare package that was not already there before the 
strike, which dragged on for one hundred days of unneces- 
sary delay and unusual bitterness and lost the company and 
its deaters nearly one billion dollars’ worth of sales. The 
Corporation had originally offered the union the pensions 
of $100 a month at the age of 65, including federal soc’al 
security benefits, which the package now contains, along 
with various health and disability payments. But union 
officals maintain that its contents have been much improved 
by the addition of a plan for funding the pensions instead 
of relying, as the company wished, on its promise—and its 
ability—to pay. The union has also been given a voice in 
the allocation of payments from the fund. Some at least 
of the 90,000 employees, who each lost an average of $1000 
during the strike, probably agree with the Corporation that 
they have been treated as expendable pawns by union 
officials, playing a number of simultaneous games against 
not only other automobile companies but also other labour 
leaders. 

Mr Reuther, president of the UAW, judges a contract 
by its propaganda value as well as by its concrete benefits 
and from this point of view the Chrysler settlement is at 
best a stalemate. It will run for the unprecedentedly long 
period of three years, with the poss:bility of annual re- 
openings, and does not contain the union shop for which 
Mr Reuther had hoped. Moreover, the company has 
resolutely refused to state the cost of the pensions and other 
benefits in the terms of cents-an-hour which make it easy 
to compare these complicated arrangements with the gains 
won in other disputes. But this at least leaves Mr Reuther 
and the Chrysler officials free to agree, for once, that their 
package is worth as much, or more, than the 10 cents an 
hour which is the value of the concessions obtained by 
both the steel workers and the employees of the Ford Com- 
pany last autumn. 


The Chrysler settlement, probably by design, comes just 
in time to clear the board for the, match against the last and 
biggest of the automobile industry’s big three, the General 
Motors Corporation. The UAW is already threatening a 
strike when the present contract expires on May 29th, but 
it has left itself plenty of room to make concessions. Here, 
too, it is asking for a union shop and its other demands are 
valued at 31 cents an hour, made up of monthly pensions of 
$125, other welfare payments, and a wage increase of 9 cents 
an hour to replace the sliding scale which for the last two 
years has tied the wages paid by this company to the cost 
of living index. Unfortunately for this interesting experi- 
ment, the cost of living has been falling for over a year and 
General Motors’ workers have had to accept three wage cuts, 
amounting in all to five cents an hour, during that time. 
The present negotiations might have opened in a more 
auspicious atmosphere if the Corporation had not stood so 
strictly by the letter of the contract at a time when its profits 
have been breaking all industrial records and its officers 
have been receiving substantial cash bonuses. 


* * * 


With Reference to the Files 


Last week Democrats in the Senate, uniting to pin 
Senator McCarthy down on his charges of Communism in 
the State Department, nearly succeeded in forcing their 
writhing victim to convict himself of lying. The wildness 
and irresponsibility of his accusations have now been so well 
exposed that he is probably winning the Administration as 
much sympathy as he has lost it. Mr Truman, evidently 
thinking that the Senator is no longer a political danger, has 
so far ignored the McCarthy charges in his speeches while on 
tour. But before leaving Washington, he did concede that the 
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investigating committee might have access to the State 
Department’s files on the Senator’s 81 cases. 


Mr Truman abandoned his repeated refusal to permit this 
on finding that the files had already been studied by four 
Congressional committees (whose favourable reports on them 
were the source of Mr McCarthy’s inspiration) two years 
ago, before the principle was laid down that loyalty files 
should never be available to Congress. No precedent is there- 
fore established by the President’s change of position ; he 
still refuses to allow access to the files of the Federal Bureau 
of Investigation, on the grounds that this would smear clean 
reputations and hamper the future work of the Bureau. Mr 
McCarthy can thus protect himself by declaring that only the 
FBI files are trustworthy; his allegation that the State 
Department files are “ phony ” is unfortunately given some 
justification by the time the Department is taking to prepare 
them for presentation to the committee. 


Other long-standing controversies over Congressional 
investigations of loyalty are all coming up again in the 
McCarthy enquiry. Two witnesses, Mr Earl Browder 
and Mr Field, are probably to be cited for contempt 
of Congress for refusing to answer the committee’s questions. 
Mr William Remington, acquitted of disloyalty a year ago and 
reinstated by the Department of Commerce, has once more 
to appear, not indeed before the McCarthy committee, but 
before the Un-American Activities Committee, anxious to 
refocus the limelight on itself. Mr John Service, a respected 
employee of the State Department, is also in double jeopardy; 
he is once more to be investigated by the Department’s loyalty 
board after having been cleared five years ago of charges in 
connection with the Amerasia case. But that case, which con- 
cerned the passing of secret documents to the editor of a 
periodical, was never satisfactorily settled and, now that 
Mr McCarthy has once more drawn attention to it, the 
mystery needs to be publicly explained. 
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Foreign Aid and Foreign Trade 


In the end the Senate was no more severe on next year’s 
foreign aid authorisation than the House had been: it cut 
only the same $250 million from the funds for the Economic 
Co-operation Administration, leaving it with $2,850 million 
(including the $150 million saved from this year); Korea 
is allotted $100 million and the relief of Arab refugees 
$27,450,000. Ten per cent of the $100 million reauthorised 
for aid to “the general area of China” is to be used for 
famine relief in China ; most of the rest will, it is hoped, 
go to South-east Asia, some of it to Indo-China ; but the 
military aid that Mr Acheson has now promised to that 
country will come out of the $75 million given to the Presi- 
dent under the Mutual Defence Assistance Act. The sole 
disagreement between the Senate and the House was on aid 
for underdeveloped areas: the House allowed only $25 million 
for this, while the Senate approved the full $45 million for 
which the Administration asked. But this was only by one 
vote and the Senate, therefore, seems likely to accept any 
compromise that is reached in conference. 

The various amendments on the isolationist fringe were 
well beaten, although perhaps not so soundly as they 
deserved, but the most reliable indication of the treatment the 
foreign aid programme is likely to receive, wnen it comes to 
appropriating the money which has now been authorised, is 
provided not by the final vote of 60 to 8, but by the tie vote 
of 40 to 40, which prevented a reduction of $500 million. 
The reduction was supported by Senator Taft and, more 
ominously, by Senator Ives, of New York, until now a faithful 
supporter of the Administration’s foreign policy. 

Senator Ives feels that the time has come for Congress to 
express by something more than words its dissatisfaction with 
the lack of progress western Europe has made in reducing 
trade barriers and integrating its economy. In the hearings 
now being held by the House Foreign Affairs Committee, 
opp@pition has also been expressed to the charter of the Inter- 
national Trade Organisation by spokesmen of organisations 
such as the National Foreign Trade Council and the United 
States Chamber of Commerce, far from protectionist in 
outlook. They contend that the charter pays only word 
service to the elimination of discriminatory trade practices 
and provides for so many exceptions that it might end by 
giving official sanction to such practices, 


* 


‘These foreign traders are concerned at receast trade returns. 
In March US exports, valued at $867 million, while higher 
than in the short month of February, were 26 per cent less 
than a year before and 13 per cent below the 1949 monthly 
average. The figures are expected to improve as the year 
goes on, but it now looks as if this year’s doliar gap may be 
only about $2.5 billion, less than half as wide as last year’s. 
For in March imports continued to rise as they have done 
since last July, reaching a total of $663 million, 20 per cent 
above last year’s monthly average and higher than at any 
time since December, 1948. How far this is the consequence 
of American prosperity, how far of devaluation, cannot be 
assessed, but at least the abyss does not seem quite so 
unbridgeable as it did. Mr Hoffman has also been making 
it less formidable: he thinks that in 1953 Europe need sell to 
America goods valued at only $400 million more than now ; 
tourist expenditures, purchases of foreign services and private 
investment abroad will span the rest of the $1 billion gap 
when Marshall aid ends. But ECA thinks the United States 
will have to take “extraordinary action” to absorb even 
this additional amount of imports. The Customs Simplifica- 
tion Act, now at last before Congress, represents such action, 
but is unlikely to progress far at this session, even though 
foreign traders approve it, in principle at least. 
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Light on the Lobbies 


The Lobby Registration Act of 1946 was passed i 
belief thet; while lobbylapiie-ettancmunrliy-erd and in 
is an essential part of representative government, Congres; 
and the public are entitled to know who the lobbyists are and 
what money is being spent to influence the course of legisla- 
tion. The reason the Act’s haul has been disappointingly 
meagre was brought out recently in the trial of Mr Slaughter 
a former Congressman from Missouri. Mr Slaughter was 
accused, and acquitted, of a charge that he had failed to 
register as a lobbyist. He admitted that he had received sub- 
stantial sums from organisations in the grain trade for testify- 
ing before Congressional committees, and helping other 
witnesses to testify, in favour of a provision forbidding the 
Commodity Credit Corporation to lease additional storage 
space for surplus crops. Mr Slaughter’s efforts were not in 
vain ; but, perhaps to his dismay, the law proved an important 
factor in 1948 in swinging the farm vote to President Truman 
another Missouri Democrat, but Mr Slaughter’s bitter 
political enemy. 

Mr Slaughter was a particularly effective spokesman for 
his cause since, as a former Congressman, he had friends in 
the House and was allowed on the floor. Yet the judge 
accepted his plea that he was acting, not as a lobbyist, but in 
a purely legal capacity, and held that it had not been proved 
that he exerted a direct influence on pending tegislation. This 
decision of the court gives sanction to a whole twilight zone 
inhabited by lawyers, corporation officials, and public rela- 
tions counsellors who have failed to register on the grounds 
that they are not lobbyists. It also makes very timely the 
House investigation into the effectiveness of the law. The 
chairman, Mr Buchanan, estimates that only 500 of some 
1,500 lobbying groups have registered ; that these registra- 
tions cover only one-fifth of the individuals who devote time 
and money to influencing Congressional opinion ; and that 
they probably account for only half the money that is spent. 
In the three years since the law was passed the 500 who 
boldly accepted the lobbyist’s label have collected $55 million 
and spent half that. 
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Mr Buchanan believes lobbying is essential to keep 
Congress in touch with public feeling, and evil only when it 
is abused ; his aim is to discover how the law has worked 
and whether it needs strengthening. The academic experts, 
who were first on the stand, agreed that it does and that 
the present measure is full of loopholes and ambiguities, but 
one, at least, felt the lobbyist was a greater peril in state 
capitals than in sophisticated and better paid Washington. 
In its case studies, the committee proposes to give an impar- 
tial hearing to both sides. But impartiality, like charity, 
begins at home. Mr Truman probably is not displeased that 
the committee, despite the yearning of its Republican 
minority to examine the activities of federal officials and the 
“social lobbying ” practised by the embassies, has begun by 
being impartial to the real estate lobby, which the President 
has loudly denounced as the source of Congressional 
hostility to his housing measures. 


Shorter Note 


The threatened railway strike has at last arrived, but it 
affects directly only four important railways, serving chiefly 
the south and west, and only 18,000 of the 110,000 members 
of the Brotherhood of Locomotive Firemen and Enginemen. 
The union hopes that, by limiting the strike in this way, 
it will avoid Government seizure of the railroad. In that 
case its chances of success would be poor, for two federal 
fact-finding boards have already rejected its demand for a0 
extra fireman to work on Diesel engines—a demand which 
the companies seem justified in treating as “ feather- 


bedding.” 
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THE WORLD OVERSEAS 





The Wafd and Britain 


(From a Correspondent Recently in Egypt) 


HEN the Wafd came to power with a strong majority 
in Egypt, it was generally expected that Anglo- 
Egyptian relations would improve. British circles in Cairo 
seemed to think that relations between the two countries 
would be restored to a point where negotiations for the 
revision of the 1936 Treaty might be re-opened. Hopes 
were based on the memories of cordial relations which 
existed between the Wafd and the British during the war, 
coupled with the knowledge that a powerful section of the 
Egyptian commercial community, supported by the Foreign 
Service—in particular its members serving abroad—and by a 
few senior officers, really believe that it is in Egypt’s interest 
to negotiate a new treaty with Britain as soon as possible. It 
was argued that the Wafd with the overwhelming support of 
the country could afford to take a realist line—that is, to 
ignore the opposition (which is always noisy on the subject 
of Anglo-Egyptian relations), to overrule the Palace (should 
this be necessary) and carry the country with them through 
the negotiations. 

Within a week of the formation of a Wafdist Government 
it was only too apparent that events were not marching that 
way. Their attitude towards the Anglo-Egyptian sterling 
talks which had begun just before they took office in January 
was extreme and unbending. In effect, their argument ran 
as follows: “ We, the Wafd, must obtain better terms from 
Britain than our predecessors. We are sorry about Britain’s 
difficulties, but we cannot allow them to prevent Egypt gain- 
ing its ‘just demands’ which millions of voters throughout 
the country have put us into office to obtain.” 

Nearly five months of office have in no way modified the 
Government’s attitude, not only towards the sterling talks but 
also towards the re-opening of negotiations for the revision 
of the 1936 Treaty. “ The Wafd must obtain more generous 
terms than Britain offered to Sidky Pasha in 1946,” is still 
their theme song. No allowances are made for the changed 
international scene since 1946. “Mr. Bevin promised that 
British troops would evacuate Egyptian soil by September 1, 
1949. Nahas Pasha’s Government must do petter.” 


Keeping in with the Palace 


Among the reasons for this intransigent attitude must be 
numbered disagreements inside the Cabinet. Two or three 
cliques are fighting for the succession. Any minister who 
dared to propose reasonable terms for agreement with Britain 
about defence, ‘or the Sudan, would certain.y be denounced 
by his colleagues with quite as much malice as he would 
receive from the political correspondents of opposition news- 
papers. Were Nahas Pasha still the effective leader of the 
Wafd, it is probable that he could have persuaded the country 
to accept a treaty, reasonable from the British as well as the 
moderate Egyptian viewpoint, had he wished to do so. But 
he is so often ill that others are competing to fill his shoes. 

Owing to divisions inside the Cabinet, the Wafd, greatly 
to the surprise of all observers, have tended to cultivate the 
King rather than maintain their traditional policy of opposi- 
tton to the Palace. The King has the power to dismiss the 
Prime Minister and his Government. Nahas never forgets 
this, and both he and the colleagues who are ambitious to 





succeed him are doing all in their power to keep in with the 
Palace. Inside the Palace the King’s entourage is notoriously 
anti-British and xenophobic; he personally seems to 
have brief periods when fear of Communism drives him to 
adopt the reasonable view that Egypt cannot stand alone, 
that alliance with an old friend in the west offers more to 
monarchs than does any other possible policy. 


But Egyptians have felt for so long and so strongly that 
their prime desire is to see the last of British troops that their 
conception of a “ new treaty ” does not include British estab- 
lishments on the Canal. They believe that the British could 
without danger or difficulty move their forces to Jordan or 
Cyrenaica. The thought that. Jordan has no port and 
Cyrenaica no water and no labour has not occurred to them 
as a handicap to the defence of their area. 


Has Britain Appeased ? 


Lastly, in the Orient as in most places, nothing succeeds 
like success. Britain is in Egyptian eyes not succeeding just 
at present. It has lost, they think, its old position as the 
leading great power of the Middle East. They have been 
encouraged in this attitude by several acts lately which look 
to them like appeasement, and appeasement that they 
interpret as a lead from weakness. Why else, they ask, have 
there been so many British royal visits to the King—Mount- 
batten, Edinburgh, Gloucester? Why has the King been 
made an honorary British general ? Why did Britain resume 
the sale of arms under its treaty with them, when the 
embargo was lifted, without demanding the obvious quid pro 
quo, which was free passage for oil, under the terms of the 
Suez Canal Canvention, to the British refinery at Haifa? 
Why else has Mr Bevin accepted this situation with a 
defeatist shrug, despite the fact that it is custing the British 
dollar pool $50 million a year? Why does the British 
Embassy give its local nationals so much less backing than, 
for instance, the American Embassy when they seek diplo- 
matic or consular support? There may be excellent and 
varying British explanations for these acts, but to an 
Egyptian they all point the same way. He is sufficiently con- 
ceited to think that the British army’s desire to see the 
Egyptian army and air force participate in joint manceuvres 
also springs from a desire to appease. 

The recent British effort to prod the Arab League towards 
a more realistic appraisal of the new pattern in the Middle 
East—a prod administered by recognising King Abdullah’s 
title to Arab Palestine and simultaneously recognising Israel, 
—has gone still further to exascerbate popular feeling against 
rapprochément with Britain. Egypt will be forced to accept 
the fait accompli. Senior officials in the Ministry of Foreign 
Affairs fully understand this piece of British policy. Some 
even applaud it in private. But the cabinet will not listen 
to experts. Despite a nation-wide backing, they prefer 


playing to the mob. Their attitude towards recent events 
suggests that Whitehall is pursuing shadows if it thinks that 
it is possible simultaneously to prompt realism about Israel 
among Arabs and to produce in Egypt the mood for a new 
treaty. 






























May Day in Moscow 


(The account of the military parade in Moscow on May 
Day reproduced in extracts below was broadcast on the Soviet 


Home Service). 


06.45. (Kremlin chimes). Attention, this is Moscow 
speaking. Comrades, our microphones are placed in the Red 
Square in Moscow. All radio stations of the USSR are 
relaying us. The Red Square looks magnificent in expecta- 
tion of the wonderful moment when the leaders of the Party 
and the Government appear and the parade begins. The 
ruby stars on the Kremlin towers are shining brightly. From 
all over Moscow columns of workers, headed by a forest of 
red banners, are moving towards the Red Square. Our 
capital is eee in her festive attire of flags, bunting and 
greenery. On this solemn day of solidarity of the workers 
of the world the Soviet people send their fraternal greetings 
to all peoples fighting for peace, democracy and socialism. 


“The Soviet army... .” These words are known to the 
peoples of the whole world. They are full of profound and 
stirring meaning. We Soviet people utter them with great 
pride as the symbol of our victories and our glory. The 
people’s democracies which the Soviet army has liberated 
pronounce these words with profound love and gratitude. 
All ordinary folk throughout the world who cherish peace and 
freedom see in the Soviet army the bulwark of peace. At 
the sound of these words all those who aie hatching plans 
to drown the world in the blood of mankind shudder and are 
full of fear.... 


A solemn hush is falling over the Red Square.... The 
troops stand motionless. Only the flag on the Kremlin 
palace flutters in the wind. “Stalin!” Thousands of people 
(loud applause) are now uttering this beloved name. 
“ Stalin !” (More applause). Stalin and the leaders of the 
party and Government are on the rostrum. Stalin greets the 
people. ... 


The thoughts of the troops are directed towards Stalin. 
Young soldiers and veterans see in him the embodiment of 
the immortal glory which shines from our banners. Beyond 
our frontiers the friends of our country and the fighters for 
peace are filled with emotion and are inspired by Stalin. All 
honest people in the world know that Stalin leads the Soviet 
people along the path of peaceful victories. (Speech by 
General Shtemenko.) 


(The band plays the Soviet anthem, the troops cheer and 
the Kremlin guns fire a salute). 


(The drums roll). The troops have started moving. At the 
head of the march past are massed trumpets and drums. The 
cadets of the Moscow Academy of Music have marched past. 


The Military Academies head the march past. This order 
of the parade is full of significance. Stalin’s military science 


is Our invincible weapon. The Frunze Military Academy 
marches past.... 


The air parade has started, headed by the machine of 
Guards Lt.-Gen. of the Air Force V. I. Stalin. Gigantic 
machines majestically fly past in the blue sky. The sun 
gleams on their wings. Thousands of eyes watch this mighty 
armada with pride and affection. 


The combined naval unit is nearing the Mauscleum. The 
caps of the sailors are adorned with black and orange Guards 
ribbons, and orders and decorations gleam on their chests. 
Men from battleships, destroyers, submarines, from the Baltic 
and Black Sea Fleets, they march past with the characteristic 
naval swing. ... The fly-past continues in the meantime. 
Squadron after squadron appears in the sky and the people 
can hardly follow these swift machines with their eyes. . . . 


Jet fighters are flying past, column after column. Glory to 
the Stalin falcons, the faithful guards of our country. 
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(Poem). “ The silver aircraft are flying over Moscow while 
the whole people follow them with admiring eyes. In this 
country of work and abundance, the people are rearing their 
eaglets. Our hearts beat fast when these silver birds fly high 
up in the Moscow skies.” 

(The band strikes up the cavalry march). Cavalry units 
have now entered the Square. They are headed by thy 
squadrons of the Budenny Academy. .. . 


The rattle of wheels can now be heard. Here are the famous 
“tachanky.” These legendary vehicles are still beloved of 
our people. 

As we watch this parade our thoughts turn towards those 
whom our army has helped to win victory and to build peace. 
The USSR is in the front rank of the fighters of peace. A 
historic victory has been won by the Chinese people who have 
overthrown the imperialist yoke. From all our hearts, we 
proclaim: “Long live the Chinese People, long live the 
Chinese Communist party which is leading them to 
socialism.” You will now hear Peking. (Relay from Peking), 

(Back in Moscow). The glorious Soviet artillery has now 
entered the square headed by Lt. Gen. Ryabov. ... For 
technical perfection and fire power, there is no equal to our 
Soviet artillery. ... Here are the long barrels of the AA guns. 
They are followed by the Katyusha mortars, which opened up 
the way from Moscow and Stalingrad to Berlin. The stream 
of artillery is still moving across the Red Square, howitzers 
and long-range guns. Each fresh column has large calibre 
guns. The public turns its eyes towards the end of the 
square and sees the heavy long-range guns towed by tractors. 
(Rumble of heavy machines). Very 1 guns are now 
moving across the square. With such men and such equip- 
ment, the Soviet army is invincible. Glory to Soviet artillery- 
men ! 

The tanks have entered the square. . 


The military parade in honour of May Day, the day of the 
solidarity of workers of the world, is coming to anend. This 
parade is yet another stern reminder to all those who are 
hatching plans against peace and freedom of the invincible 
might of the Soviet country. Every one of these soldiers is 
ready, at the first call from their country and from Stalin, 
to change into battle dress and to strike a crushing blow at 
any aggressor. Glory to the defenders of our country ! 

(March past of massed bands). 


The May Day demonstration of the workers is now starting. 
The approaches to the Red Square are already filled with 
demonstrators, headed by a forest of red banners. Martial 
music introduces the start of the demonstration, which is led 
by prominent Stakhanovites and Stalin prizewinners of the 
Soviet Union. 


A column of Young Pioneers marches past, carrying 
bouquets of flowers. 


This square has seen many wonderful demonstrations and 
processions. But every time the onlooker is gripped by this 
mighty spectacle. All eyes are on the Government tribune, 
all hearts deeply moved by the sight of their beloved leader. 
Men and women, filled with enthusiasm, raise their voices 
in one single shout of “ Glory to Stalin!” Stalin is the hope 
of mankind. He stands for the happiness of millions of men. 
The party and all Soviet people are solidly behind him. 


Columns of Moscow workers continue to fill the square. 
Noble representatives of Soviet toil carry banners announcing 


the fulfilment of their labour commitments ahead of 
schedule. .. . 


(Poem dedicated to Stalin: “In Stalin we see our future, 
our hope. He is the light in our hearts.”) 

The banners of the countries of people’s democracy ar¢ 
now floating above the columns of workers. {China’s in the 
lead). The portraits of the leaders of the ’s democracies 
are borne aloft. Here are the portraits of Mao Tse-tung: 
Rakosi, Bierut, Chervenkov, Choibalsan, 


a Gottwald, Hoxha, 
Kim Il Sung, Gheorghiu-Dej, Pieck and the President of the 
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fighting Democratic Republic of Vietnam, Ho Chi Minh .. . 
The continuator of Lenin’s cause, the great Stalin, is greeting 
the people from the tribune. There is a profound historic 
significance in this great demonstration. (Relays from 
Budapest and Vietnam.) 


(Back in Red Square.) It is bright in the sunshine, and 
endless streams of people continue to pass. (Poem: “ Spring 
has come. It has come here, it has come in China, in the new 
streets of Warsaw, in Prague, in the gardens of Bucharest, in 
the villages of Bulgaria. The banner of victory flies over us. 
The spring of humanity is with us. It is nearing the workers’ 
suburbs of Paris ; it is marching like a master upon the piazzas 
of Rome. In Calcutta, Karachi and Bombay, it sings of 
freedom. Our Stalin, whose hand guides the spring of 
humanity, is leading us to victory.”) 

(Relays from Parts and Berlin.) 


(Tikhonov, chairman of the USSR peace committee, at 
the microphone.) “ Joyful columns are moving across the 
Red Square. In all towns and villages of our country the 
Soviet people are celebrating the day of free labour. The 
calm of peace lies over our country and our frontiers are 
firmly held. Our sentries are vigilant. Only a few days ago, 
they put to flight airmen who tried to violate our territory. 
We do not fear war. We do not want war. We want war 
to be outlawed, and we will win, as we won five years ago, 
for the sake of the future of the world.” 


There follows a parade of youth, and of physical training 
organisations, with much cheering and organised shouting of 
slogans. Martial music sounds in the background. Flowers 
are carried to form patterns and the rhythmic cheering con- 
tinues in the background, 


Albania in Isolation 


[FROM A CORRESPONDENT] 


Ever since Albania became isolated from the Soviet system 
as a result of the Cominform split with Jugoslavia, the hold 
of the Communist regime on the country has been steadily 
weakening. It has been the main object of Enver Hoxha, the 
Prime Minister, to reverse this situation ; he has tried to 
rebuild the prestige of the regime by claiming that his Com- 
munist government enjoys the full support of the “ masses ” 
and the protection of the Soviet Union. The general elec- 
tion, which is due to take place on May 28th, will provide 
Hoxha with the opportunity of supporting his claims by the 
usual 99 per cent victory at the polls. The scene for the 
election has already been set by the trial of six Albanians 
charged with espionage and sabotage on behalf of Jugoslavia. 
Widespread publicity is being given to the sentences of death 
and long terms of imprisonment, which were awarded by 
a military tribunal on May 6th, and the electorate can be 
in no doubt as to the government’s attitude towards Titoism. 


In the 121 constituencies, each with an electorate of 
10,000, the process of election will be a gay formality. At 
the last general election in December, 1945, official results 
claimed that 80 per cent of the electorate went to the polls 
and of these 93 per cent voted for the Democratic Front. 
At the elections this month the process will be repeated. 
There will be the usual single list of Communist candidates. 
The elector, anyone over the age of 17, will drop a ball 
into a bag after passing his clenched hand through one of 
two holes in a screen. Your correspondent has witnessed 
the pathetic embarrassment of one citizen who released his 
ballot ball in the hole marked “No” (signifying a vote of 


abstention) only to hear it drop into a tin can behind the 
screen, 


{t would be wrong to assume that a 99 per cent victory 
for the Democratic Front on May 28th would indicate that 
the hold of the Hoxha dictatorship on the country is com- 
plete. In the past Albanians opposed to the government in 
Power in Tirana have owed much to their mountainous 
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country, which has enabled them to maintain their source of 
resistance. Today, opposition to the Hoxha regime is using 
the mountains once again. In a speech on April 12th the 
Prime Minister spoke frankly of the risks with which his 
regime is faced. He admitted that “ 5,000 enemies of the 
people who took shelter in the mountains were closely pur- 
sued by the forces of our Defence Corps, before et 
frontier into Jugoslavia.” He also hinted that an 

rising was waiting on “ salvation from abroad.” Although 
Hoxha is himself Commander-in-Chief of the army and is 
popular with many of the partisans who fought with him in 
the mountains against the Germans and Italians during the 
war, he cannot count on the loyalty of his army of 60,000 
men. There have been cases of desertion across the frontiers 
into Greece and Jugoslavia by men who have been con- 
tinuously in uniform and away from their homes since 1943. 


Relations with Tito 


There is clearly a sharp division of opinion within the 
government itself about economic relations with Jugoslavia. 
From 1941 to the expulsion of Jugoslavia from the Comin- 
form in June, 1948, there was complete accord between Tito 
and Hoxha. Friendly relations reached their peak in 1946 
with the signing of a thirty-year customs and economic agree- 
ment. This agreement, which brought the economies of the 
two countries into line, also provided the basis of the first 
Albanian five-year plan. Hoxha hoped to start the indus- 


“Sofie 
BULGARIA 





trialisation of Albania’s backward economic system by 
exchanging minerals and oil for Jugoslav wheat, textiles, 
light machinery and technical assistance. For two years 
Albania benefited by this agreement ; but when Jugoslavia 
was expelled from the Cominform the government decided 
almost overnight to transfer its allegiance and hopes for the 
future from Belgrade to Moscow. The agreement was torn 
up, the frontier with Jugoslavia was closed and Tito was 
denounced. A few months later, the Minister of the Interior, 
Koci Xoxe, together with a number of government i 
were brought to trial for their pro-Tito sympathies, 
Xoxe was executed, 


Hoxha gave as the reason for this abrupt change in political 
alignment an attempt by Jugoslavia to absorb Albania into its 
federal system. This is almost certainly true, but Hoxha 
was also clearly taking advantage of the existing situation in 
south-east Europe. At that time the Greek guerrilla war 
was at its height, and Hoxha doubtless thought that Moscow 
would be only too willing to deliver economic aid to Albania, 
in exchange for a strategic base from which the Communist 
attack on Greece could be maintained and, if necessary, an 
offensive launched against Tito. The five-year plan with 
Jugoslavia was replaced by a two-year plan dependent of 
Soviet aid arriving by sea. For nearly a year, i 
Albania received consumer goods and medicine, but 
capital equipment, from the Russians, and ships 
to the Soviet Union with Albanian oil and minerals, 

The curtailment of these Russian supplies last year 
the end of the Greek civil war and their almost te 
cessation in the first quarter of this year, has caused both the 
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government and the discontented population to realise the 
full extent of their insecurity and isolation. Hoxha has 
tried to meet the problem in two ways. Firstly, he has 
appealed to Moscow for assistance, while publicly telling the 
people that the assistance is already arriving. Secondly, he 
has accused members of the government responsible for 
economic affairs of deliberate sabotage of the state plan on 
orders from Jugoslavia. 


Failures of the Two-Year Plan 


Hoxha ended a recent speech in Tirana with the news that 
a new five-year plan would follow the two-year plan, when 
it came to an end in 1951. Again, he said, it would be based 
on Soviet aid, and capital equipment promised from Moscow 
would include a new oil refinery and machinery for factories 
and mines. In order to conceal the failures of the two-year 
plan Hoxha has employed the usual meaningless percentages 
to prove fulfilment of production targets in all industries 
with the exception of transport and oil. These are the two 
key industries of the two-year plan, and are largely depen- 
dent on Soviet imports. And their failure could not be 
hidden from the population. Hoxha decided to place 
responsibility directly on to the senior officials concerned. 
On March oth the Director of the Oil Combine, the Minister 
of Industry, and the Assistant Minister of Communications 
were expelled from the Central Committee of the party for 
“ Jugoslav-Trotskyite sabotage.” The Assistant Minister of 
Communications committed suicide and the trial of the other 
officials is expected. It is revealing that in February Hoxha 
was quite satisfied with the oil output, and said that by the 
end of the year it would be increased by §9 per cent. 


Albania’s economic orientation must in the end depend 
on political developments, and in particular on the attitude of 
the Soviet Union. The attitude of its neighbours, Jugo- 
slavia, Greece and Italy has already had a considerable effect 
on the internal situation. The motives of these three powers 
differ and are not altogether simply anti-Communist. Tito 
would like to remove any threat to his southern frontier by 
having Albania join him as a Nationalist-Communist state, 
and he is in a position to put on considerable pressure. 
Hoxha has repeatedly referred to incursions of Jugoslav 
armed bands into North Albania ; Jugoslavia controls the air 
communications between Albania and the satellites ; all air- 
craft crossing Jugoslav territory must report for examination 
at Jugoslav airports, and there have been recent cases of their 
being ordered to return to Tirana. 


Will Moscow Come to the Rescue? 


The Greek Government’s attitude remains hostile to the 
Hoxha regime. Its claim to nearly a third of Albanian 
territory has not been withdrawn and Hoxha has announced 
that his Defence Corps have captured agents infiltrated from 
Greece. Italy, with a view to its future interests in the 
Balkans, has recently established diplomatic relations with 
Tirana. This move is of particular interest, since the French 
mission represents the only other link with the west. Italy, 
too, is alleged by Hoxha to have sent groups of agents by 
sea and parachute into Albania, whom he claims to have 
captured. 


The efforts of all three neighbours to exploit the critical 
situation to their own advantage has so far failed to arouse 
any active response from the Albanian population. This 
fishing in troubled waters has tended to confuse the average 
citizen as to the true intentions of the western powers. On 
the other hand, their various activities have caused the Hoxha 
regime considerable alarm, and he is obviously extremely 
worried lest Moscow should fail to provide sufficient supplies 
to keep his regime in power. So far the Soviet Union has 
given no indication of rallying to his support, and he has not 
even a defence pact or membership of the Cominform to fall 
back on. Albania’s isolation is complete. 
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Australian Moves Against 
Communists 


[FROM OUR MELBOURNE CORRESPONDENT] 


Mr. R. G. MENZIES, the Australian Prime Minister, has 
dramatically fulfilled the most important—and the most con. 
tentious—of his election pledges by introducing legislation 
into the Commonwealth Parliament to outlaw the Communist 
party, dissolve it, and appoint a receiver to take over jts 
property. In addition, the legislation provides powers to 
“declare” persons as Communists, to gaol “ declared 
persons ” for up to five years if they continue their activity 
and to remove them from trade union office and from the 
Commonwealth public service. 


The measures have been described as probably among the 
most drastic yet introduced into the Commonwealth Parlia- 
ment, affecting, as they do, the individual liberty of the 
subject to an extent which in normal times of peace would 
- unthinkable. But Mr Menzies said, in introducing the 

ill: 

We are not, except in a technical sense, at peace. The 
Soviet Union has perfected the technique of “cold war,” 
has accompanied it by the organisation of peace demonstra- 
tions designed, not to promote true peace, but to prevent 
or impair defence preparations in the democracies. 

Not only are members of a political party debarred from 
engaging in political activities to promote the cause of 
Communism under pain of imprisonment, but the onus of 
proof is placed on a “ declared person” should he appeal to 
the High Court against his declaration. Anticipating criticism 
on this point, Mr Menzies said in Parliament that people of 
liberal mind might say that to reverse the onus of proof was 
wrong, but in time of a shooting war they had not criticised 
the executive for using its discretion, against which there 
had been no appeal. And a surprise provision of the legisla- 
tion was that it covers anyone who was a member of the 
Communist party in the last two years. Sufficient evidence of 
this will be that a person attended a meeting of the party or 
a “subsidiary,” advocated its objects in public or in writing, 
or distributed its literature. 


General Election Possible 


There seems little doubt that the Government will have 
widespread support for its action against Communism as 
such—Mr Menzies estimates that 80 per cent of Australians 
approved of the Communist Party Dissolution Bill, to give it 
its full title. Nevertheless, the way in which the Govern- 
Ment proposes to carry out what is an indisputable mandate 
from the people at the December general elections has already 
aroused misgivings in some quarters. While the press has 
generally supported the contention that firm action must be 
taken to curb the pretensions of Communists, “ there will 
be,” as the Melbourne Age pointed out, “an earnest desire 
on the part of all liberal-minded people that, as the Govern- 
ment’s programme becomes effective, the principle of full 
justice for the individual shall be wholly preserved.” 


The legislation has yet only been introduced into the Com- 
monwealth Parliament and is not law. Before it becomes 
law, it may have to traverse a very stormy path which could 
possibly involve the dissolution of both Houses of Parliament 
and a consequent general election. At the last general 
elections, the Liberal and Country Parties gained a majority 
of seats in the House of Representatives, but Labour still 
controls the Senate. It would be quite possible for 
Labour to reject the anti-Communist bill when it reaches the 
Senate, but to do this would be to court a double dissolution 
of Parliament, and the Government would certainly go to the 
country on the issue of Communism. Electors, in their 
present state of mind toward Communists and their ways: 
would almost certainly return an anti-Labour Government 0 
both Houses. 
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This, indeed, is the dilemma in which the Federal Parlia- 
mentary Labour Party finds itself as a result of Mr Menzies’ 
anti-Communist legislation. When the Labour party was 
in office last year, Mr Chifley took drastic and vigorous action 
against the Communists at the time of the general coal strike, 
Communist strike leaders were imprisoned and union funds 
frozen, and Government pronouncements at the time showed 
that it held no brief whatsoever for Communism. In fact, 
one of Mr Menzies’ most powerful arguments in introducing 
the legislation was his quotation of Labour party advertise- 
ments published during the strike over the name of Mr 
Chifley. 

The president of the Australasian Council of Trade Unions 
(Mr A. Monk) has already declared the ACTU’s opposition 
to legislative action by an anti-Labour Government to inter- 
fere with union rights to elect whom they will to union office. 
This opposition was expressed shortly after Mr Menzies’ 
Government was returned and repeated again after the intro- 
duction of the anti-Communist legislation. Mr Monk, who 
is generally regarded as the spokesman for organised labour 
in Australia, is not, however, supported by his colleagues in 
New South Wales, where the NSW Parliamentary Labour 
Party has announced outright support of the Bill in principle. 
And Federal Labour politicians are sharply divided in their 
attitude to the measure. 


It does not, therefore, seem likely that the Labour Party 
will reject the anti-Communist Bill when it reaches the 
Senate. It will not risk a double dissolution of Parliament 
on an issue as dangerous and as unpopular as Communism. 


On the other hand, Mr Chifley, the Opposition leader, 
has already stated in Parliament that Labour will fight to 
the finish the Government’s legislation to restore control of 
the Commonwealth Bank to a board of ten in place of a 
Governor and advisory council responsible to the Common- 
wealth Treasurer. 


Two days after Mr Menzies introduced his anti-Com- 
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munist Bill, the Victorian Premier (Mr T. T. Hollway) 
released the findings of a Royal Commissioner (Mr Justice 
Lowe) on the activities of the Communist party in Victoria. 
The Royal Commissioner found that the Reds were a dis- 
tuptive force aiming to overthrow the capitalist State, but 
he made no recommendations. The findings will undoubtedly 
add still more to the ferment over Communism at present 
sweeping Australia and it is hard to imagine that their release 
on the eve of a State election in Victoria is just coincidental. 


Chile’s Economic and 
Political Difficulties—II 


[FROM A CORRESPONDENT] 


THE roots of Chilean political difficulties of the last few 
years are several. First, the industrial revolution has taken 
hold of Chile and with it has come the disquieting growth of 
new ideas and new aspirations among great masses of the 
people. Second, the serious economic situation which was 
discussed in the first article in the present series, has added 
fuel to the natural discontent among the urban working class 
arising from the social and economic transformation through 
which Chile is now passing. Finally, the whole situation is 
complicated by the fact that the Communists have been able 
to capitalise upon this mounting unrest. 


During the closing years of the Second World War there 
was an increasing number of strikes in Chile, most of them 
illegal—that is, either occurring in industries where strikes 
are forbidden by law or occurring before the mediation and 
conciliation procedures specified in the labour code had been 
exhausted. The government of President Juan Antonio Rios 
decided during the first days of 1946 to call a halt to this 

















*T think Id like 
a White Horse 





as fixed by the Scotch Whisky Association 






MAXIMUM PRICES:—Bottles 33/4, }-Bottles 17/5 


GOOD LEATHER AND TRADITIONAL CRAFTSMANSHIP 





as 


BARKE 


(Br BARKERS “ Kayak” 
it sets a new standard of 


comfort for men. It is a soft casual 
** wedge” of supple unlined calf. 
In ice calf or brown suede. 60/7. 


arama c yeoml 


24-25 NEW BOND ST., LONDON & BRANCHES 





= 







































7 


4 
¥ 
se 


enh & 
3 woe 


~o 





1072 


spreading strike movement, and the cabinet decided to with- 
draw government recognition from two nitrate workers’ 
unions which were engaging in an illegal walkout. A 
unanimous outburst on the part of the unions followed and 
a one day general strike occurred—the most effective ever 
seen in Chile. 


The situation was brought to a head when a workers’ meet- 
ing in Santiago was fired on by police, resulting in several 
labourers’ deaths. The Government resigned as a result of 
this “* Plaza ulnes Massacre” and after some time a cabinet 
dominated by the Socialist party was formed, which pro- 
ceeded to restore recognition to the two nitrate unions. The 
installation of this cabinet resulted in a split in the Confedera- 
tion of Workers of Chile, with the Socialist faction supporting 
the new regime and urging the calling off of a further general 
strike which had been called by the Confederation, and with 
the Communist faction trying to go forward with it. 


Bitterly Fought Campaign 


In the succeeding months political tempers rose. President 
Rios died and in the ensuing election on September 4, 1946, 
the Communists supported Gabriel Gonzalez Videla, the 
candidate of the Radical party. The Radicals are the tradi- 
tional middle class party in Chile, and are particularly the 
party of the government bureaucracy. It is an interesting 
fact that the Radical party has seldom been out of office in 
the last thirty years, having had representatives in virtually 
all cabinets—conservative and left-wing, democratic and 
dictatorial. 


Opposed to Gonzalez Videla were candidates of the Con- 
servative party (Senator Eduardo Cruz Coke), and Liberal 
party (Senator Fernando Alessandri) and the Socialist party 
(Bernardo Ibanez, secretary general of the Socialist faction 
of the Labour Confederation, nominated only after the Acting 
President withdrew). In a bitterly fought campaign, 
Gonzalez won most votes, but not an absolute majority, which 
threw the decision on to a joint session of Congress, where the 
Liberal party—headed by ex-President Arturo Alessandri, 
the eminence gris of Chilean politics—had the balance of 
power. Alessandri made a deal with Gonzalez whereby the 
Liberals voted for him, and he agreed to invite the Liberals—a 
conservative-minded party of industrialists and landlords— 
into his cabinet. 


Gonzalez Videla thus served his first six months as presi- 
dent, from November, 1946, to April, 1947, with a cabinet 
made up of members of his own Radicai party, the Com- 
munist party and the Liberals. The Communists rode high 
during this period, acting as if they were already masters of 
the regime, while President Gonzalez made statements to the 
effect that “all those who are anti-Communist are fascists.” 
But this honeymoon did not last very long. In April, 1947, 
there were nation-wide municipal elections in which the 
Liberals lost ground to the Conservatives, the other right- 
wing party which had stayed in the Opposition, and the 
Radicals lost ground to the Communists, their coalition 
partners. Therewith cries arose in both the Liberal and 
Radical ranks for an end to the tri-partite alliance, and 
Gonzalez finally dismissed the Communists. 


For some time ke governed with a Radical cabinet with 
the tolerance of the Liberals and some smaller parties, and 
relations became increasingly coo] between the President and 
his former Communist allies. They launched a series of 
“ quickie ” strikes all over the country, apparently to try to 
show Gonzalez that if he would not govern with them, he 
could not govern without them. 


The crisis finally came in August, 1947, when President 
Gonzalez used the navy to break a coal strike and arrest the 
principal Communist coal union leaders. Subsequently, 


Gonzalez asked for and received from Congress “ special 
powers ” permitting him—among other things—to deport 
Communist leaders to the northern nitrate port of Pisague. 
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Subsequently, several hundred were unceremonio 
dumped into that hot, dry little port town. ; 


Once he had turned against the Communists, President 
Gonzalez went the whole way. He proclaimed an anti- 
Communist crusade, and pushed through Congress a “ Law 
for the Defence of Democracy” which outlawed the Com- 
munist party, provided for the expunging of about sixty 
thousand registered Communist voters from the electoral 
roll, and took other stringent measures against them. He 
formed a “ National” government, with representatives of 
virtually every party except the Communists. Groups as 
varied as the Socialists, Radicals, Democrats, Liberals and 
Conservatives all participated and a military man was made 
Prime Minister. However, rifts appeared in virtually all the 
parties as a result of this participation in the cabinet and 
differences of opinion arose concerning the wisdom of the 
measures outlawing the Communists. The Conservative: 
split (Senator Cruz Coke leading a Christian Social group 
which opposed collaboration with Gonzalez) as did the 
Socialists. The Radicals found it necessary to expel several 
of their leading figures who continued to be friendly with 
the Communists. 


usly 


Unrest continued among the urban workers. Although the 
Gonzalez government continued the programme of economic 
development handed down to it by its predecessors, it was no 
more successful than they in dealing with the problem of 
inflation. Events once more came to a head late in January, 
1950. The telephone and eléctric power workers of Santiago 
went out on strike for better working conditions and bonuses. 
Textile workers joined the walkout, as did bank and insurance 
employees, and on February 3rd the newspaper employees 
and railroad workers proclaimed a twenty-four hour general 
strike in sympathy with the others. On that same day a 
general agreement for the settlement of these strikes was 
reached in an all-night session in the presidential palace. In 
pursuance of this accord, Congress passed a law two wecks 
later making it mandatory for all firms in Chile to distribute 
25 per cent. of their annual earnings to their workers. 


Opposition Joins Government 


This agreement brought about the downfall of the cabinet 
and President Gonzalez once again formed an interim regime 
made up only of members of his party. Mesnwhile he invited 
the opposition to come into the Government. After about 
two weeks of negotiations a new cabinet was formed, made 
up of members of the Radical party and most of the former 
Opposition parties. 


President Gonzalez thus succeeded in solidifying his 
own position, though the new cabinet is nor much more likely 
to be able to improve the economic situation than was its 
predecessor. It remains to be seen whether it will reverse the 
former regime’s stringent measures against the Communists. 
Both the Falangista and Conservative y parliamentarians 
voted against the “ Law for the ence of Democracy” 


when it was passed, but it is rather doubtful if they will now 
be able to repeal it. 


The entry of the Conservative party into the cabinet seems 
to have eliminated one of the two strongest individuals in the 
opposition to Gonzalez—Senator Eduardo Cruz Coke, his 
rival in the 1946 presidential election. Cruz Coke had been 
developing into the logical candidate of the anti-Gonzalez 
forces in the 1952 presidential election, but the entry of his 
party into the cabinet—although he himself has no post— 


will make it rather difficult for him to be the standard bearer 
of those elements. 


The other chief figure in the opposition was General Carlos 
Ibanez. He has in recent years been accused of too-greal 
friendliness for President Perén and of wishing to imutatc 
him. Be this as it may, many Chilean democrats will be 
deeply perturbed if the ex-dictator once more becomes @ 
major presidential candidate. 
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A BUSINESS DECISION OF THE HIGHEST IMPORTANCE 


Choosing an Advertising Agency 


One of our oldest clients is said to 
have chosen us at random, out of 
the telephone book. But that was 
twenty-five years ago and today the 
telephone book is a more formidable 
affair. 


Modern conditions demand a dif- 
ferent technique. Presenting your 
goods and your good name in the 
world’s markets; interpreting your 
message in terms of interest to the 
public; working to a balanced and 
co-ordinated plan with management, 
are matters which call for a thorough 
assessment of the resources of the 
agency under examination—the ex- 
tent of its services, its experience, its 
talents, and above all, its people. 


Its people ! If it conforms to the best 
standards of agency practice it will 
offer you a team of people who will 
act in your advertising interests like 
a department of your own. Yet not 
exactly like a department of your own, 
for each member of it is also a 
member of some. differently consti- 
tuted team serving some other client. 
This brings a widening and deepening 
of experience which makes for 
independent thinking, a continual 
flow of new strength, which passes 
all through the agency and is made 
contributory to its work. 


The Pritchard Wood organisation invites examination of its services, its 
people and its work and, as an interim measure, those interested may care 
to write for a copy of our new prospectus entitled ‘* Choosing an Advertising 
Agency,”’ which tells more about our outlook and the way we work. 


F. C. PRITCHARD, WOOD & PARTNERS LIMITED 


the Advertising Agency 


employed by 


1924 IMPERIAL TOBACCO COMPANY 


W. A, & A. C. CHURCHMAN 
Churchman’s No. | Cigarettes 


1925 POLYTECHNIC TOURING ASSOCIATION LTD. 


Poly Tours 


1926 JOHNSON & JOHNSON (GT. BRITAIN) LTD. 


Baby Powder, Baby Lotion, Band-Aid 


1927 HALEX LTD. Toothbrushes, Hairbrushes 


PILKINGTON BROTHERS LTD. 
Constructional Glass 


1931 NEWTON CHAMBERS & CO. LTD. 
Izal Disinfectant, SanIzal, Izal Toilet Rolls, Zal Pine 


JAMES PASCALL LTD. Pascall’s Sweets 
1932 AUSTIN REED LTD. Men’s Outfitters 
TROUGHTON & YOUNG LTD. Electrical fittings 
1934 HEAL & SON LTD. Furniture and furnishings 
BAYLISS, JONES & BAYLISS LTD. 


Ironwork and Steelwork 


1936 1. & R. MORLEY LTD. Stockings, Underwear, Gloves 
1938 GEO. G. SANDEMAN, SONS & CO. LTD. 


Port and Sherry 


1939 SAMUEL HANSON & SON LTD. 
Red, White and Blue Coffee 


1940 ALUMINIUM UNION LIMITED Aluminium 
TRAIN & McINTYRE LTD. Old Angus Whisky 
1941 TUBE PRODUCTS LTD. Tru-Wel Steel Tubes 


1943 GLYN, MILLS & CO. Bankers 





ADVERTISING AND PUBLIC RELATIONS 


25, SAVILE ROW, LONDON, W.1 


1943 ULTRA ELECTRIC LTD. Radio and Television 


BRITISH IRONFOUNDERS ASSOCIATION 
Trade Association 


1944 NORTHERN ALUMINIUM CO. LTD. 


Aluminium and Aluminium Alloys 


ASHDOWNS LTD. Plastics 
1945 VACUUM OIL CO. LTD. Mobiloil 
1946 EUGENE LTD. Permanent Waving 


LEVER BROS. & UNILEVER LTD. 
HUDSON & KNIGHT LTD. Shavallo Shaving Cream 


J. & E. ATKINSON LTD. Skin Deep Beauty Cream 
1947 HUDSON & KNIGHT LTD. Solidox Toothpaste 
1946 JOWETT CARS LTD. Javelin Cars and Bradford Vans 
1947 MINISTRY OF FUEL & POWER 

GLAXO LABORATORIES LTD. Ostermilk, Farex 


1948 THE BREWERS’ SOCIETY 


PROFESSIONAL HAIRDRESSING 
DEVELOPMENT GROUP 
MEN’S HAT PROMOTION LTD. 


Hatters’ Information Centre 
1949 BRITISH TRANSPORT COMMISSION 


COMMERCIAL ADVERTISEMENT DIVISION 
ROAD HA ULAGE EXECUTIVE 
THE NESTLE CO. LTD. Milo Tonic Food 


1950 W. C. YOUNGMAN LTD. Bathroom Fittings 
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PUBLIC 
CONFIDENCE 





Extract from the 1st Annual Report on the Royal 


Insurance Company's figures for 1845 : 





“ The accelerated progress both of the Fire and Life 
business may not unfairly be urged as evidence of 


. . . . . . . , 
increasing public confidence in this establishment.” 





Extract from the Statement by the Chairman, Col. 
A. C. Tod, C.B.E., T.D., D.L., accompanying the 
104th Annual Report on the * Royal's” 1949 figures : 
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to 
“In a year which has seen political and financia! GLASGOW, C.2 ex 
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crises abroad, and devaluation and political un- us 
certainty at home, this result is a remarkable st 
tribute to the stability and vigour of our business ; £0 
on 
with 70°, of its premium income arising overseas of 
a i i oo 0 
the “ Royal” Group of Insurance Companies is a . 
powerful and invaluable factor in aiding Britain’s This 
recovery in these critical days.” Was 
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Above is based 1 re 
< r rt in London 
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: Shortage of police man-power is likely to be a majot 
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he therefore, that thousands of police must daily be sie: 
INSURANCE Hf employed on traffic control duties. ‘ ke 
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thousands of busy (and not so busy) traffic inter- 
sections up and down the country. 
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THE BUSINESS WORLD 


The Sterling Balances 


HAT rank nettle, the question of the sterling 

balances, is flourishing once more and, not for the 
first time, leakage of official information in Washington 
has encouraged its growth and sharpened its sting. The 
sterling balances have been under intermittent discussion 
by the American-British-Canadian committee which 
was set up in Washington after the financial discussions 
in September last year. In the course of these discussions 
the British liabilities for the sterling balances held by 
other countries were given considerable attention. It 
was recognised that many of the creditor countries are 
accustomed to hold all or part of their foreign exchange 
reserve in the form of sterling, and that the existence 
and availability of such holdings formed an integral 
feature of the multilateral use of sterling in financing a 
wide area of international trade. But the abnormal 
accumulation of sterling balances during and immediately 
after the war created an altogether new problem to 
which due recognition was given in the official com- 
munique issued after the September talks : 

In principle the whole of these balances represents a charge 
on the United Kingdom production of goods and services. 
In practice, however, a substantial proportion will continue 
to be held as reserves by the countries concerned. To the 
extent that the balances are liquidated, some proportion of 
the United Kingdom production of goods and services is 
used to discharge this liability instead of to pay for current 
imports of goods and services. This whole problem in its 
various aspects, including the necessity to provide capital 
goods for development, was discussed in a preliminary way 
on the basis of higher technical examination by the experts 
of the two governments. It was agreed that this was one 
of the subjects which concerned other countries and would 
require further study. 

This “further study” has since been proceeding in 
Washington. Until recently it had taken the form of an 
exchange of informatory and explanatory material. But 
towards the end of last month a slightly more specific 
note was struck in a memorandum submitted by 
British representatives on the “ABC” Committee. 








Taste I—STERLING BALANCES SiNcE 1945 
(£ Million) 








hs } niece” { 

Dec. Dec. Dec. | Dec. June Dec. 
31, Bt eae ee we 
1945 1946 | 1947 | 1948 1949 1949 

' | } 





Ne n-sterling area countries. . 1,210 1,284 1,284 1,037 | 1,010 1,047 
>terling area countries. ..... 2,453 2,417 2,288 2,322 2,224 2,297 





Tora....... Ee as 3,663 | 3,702 | 3,572 | 3,359 | 3,234 | 3,344 





Source; Balance of Payments White Papers 


This outlined certain possibilities of American action 
which would have the effect of lifting part of the burden 
of these balances from Britain. The document was no 
more than a working paper—a setting down of ideas 
which could not possibly be regarded as a series of firm 
Proposals or requests. It ventilated suggestions which 
had already been repeatedly made in connection 
with the dovetailing of Marshall aid into President 
Truman’s Point IV Programme. 





It presumably 


showed that, given the existing sterling area machinery, 
a.certain part of the benefits of Marshall assistance 
was inevitably redistributed to members of the whole 
sterling area; from this it would be a logical step 
to suggest that if, under the Point IV Programme, 
direct dollar aid were given to some of the largest 
sterling creditors of Britain (including India, Pakistan, 
Egypt and other Middle East countries) it might be 


TasBLe II—BLockEpD AND FREE BALANCES 














(£ Million) 
Blocked 
and Free* Total 
Restricted* 
WON ME 6 <.saass ccc censscaimaiieiens 1860 | 1,713 3,573 
aa. 1600 | 1759 3,359 
ee re See ee nme ane at 1,350 1,994 3, 








e Approximate figures, since published figures ‘on “releases” do not necessarily tally with 
actual moneys spent. Releases in 1948 were £267 million, and in 1949 £218 million. 














Source: Economic Survey 


reasonable to require of them a proportionate cancella- 
tion of their claims on the United Kingdom. The general 
project could be advanced as a demonstration of the 
link between several related problems—the sterling 
balances, aid to South-East Asia and the economic 
counter-attack against Communism. The timing of this 
working paper, on the eve of the Sydney Conference 
and of the London meeting of Foreign Ministers, was 
in no sense an act of opportunism ; it recognised rather 
certain common foundations of the two series of talks. 


In the distorted manner in which it found its 
unauthorised way to the American press, however, this 
memorandum was calculated to have the most unfortunate 
reactions. The chairman of the Senate Foreign Relations 
Committee immediately proclaimed the view that “ the 
United States cannot and should not entertain the British 
plan ”—a “ plan” which Senator Connally had certainly 
not seen, and which could not be said to exist. To keep 
matters even between the two political parties, Senator 
Taft, chairman of the Republican Senate Policy Com- 
mittee, declared that “ the United Kingdom has shown 
extraordinary presumption in asking the United States to 
assume its debts”. The reverberations did not end there. 
The principal creditors were quickly put on suspicious 
inquiry. India and Pakistan in particular declared that 
no such “ proposal” to transfer Britain’s sterling debt 
to the United States should be made without full 
authority of the creditors. This sensitiveness of the 
creditors is not altogether surprising. Some of them 
(India and Pakistan in particular) feel confident that they 
can extract aid from the United States without giving up 
any of their claims on the United Kingdom and they 
resent any suggestion that a bargain might be made on 
this issue behind their backs. A great deal of time and 
trouble has had to be expended since this latest 
Washington “leak” in remedying the damage and 
putting the material exchanged in Washington into its 


proper perspective. 
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The magnitude of the problem of the sterling balances 
can be gauged with somewhat greater definition than 
usual as a result of some careful estimates of the distribu- 
tion of these balances which appear in the latest issue 
of The Banker. A résumé of The Banker’s estimates 1s 
given in Tables III and IV below. The two preceding 
tables are directly derived from official information ; 


TaBLE IL[—EsTIMATED BLOCKED STERLING BALANCES AT END 1949 
({ Million) 








| Maximum 
Fully Working 
Blocked Balance 
IE Fi SR Ias 5 4k Oh 6 obbes bo es de ou cede ew Ehete see 31 6. 
OR os cane ss Kan sor cnsnins susbs ocepesesyecnteness o— < 
SNE i ck h occ nse S oh ee 6s foiss Sine SNS. oe Se StS Te eans ‘ 
ink ‘ ' 680 100° 
Rg eae cack hana cc nsduc vena sdeceeenigees 82 > 
ae a et se diaw heen tb com aeess Vena 25 7 
i idk s owab<svees SRS a EA es + ' 130 17* 
I ss oii ss Kalen tnde 0 svbee conse scuntonssenvens 25 17 
COUN nc an cad cone cu stewacsdevececcectsaasns see i 20 1 
| 1,286 227 
* Maximum agreed releases for 1949-50. As some of these agreed releases were not trans- 
ferred to free accounts before the end of 1949, the sum of the figures in column 1 above 
is not intended to tally with the figure for total blocked accounts shown in fable IL. 


Moreover as some of these agreed releases were spent before the end of 1949, the sum 
of the figures shown in Columns ] and 2 for each country does not nec essarily tally with 
the corresponding estimate given in Table IV. 


Source: The Banker 


they show at a glance how slight is the extent to which 
official obscurantism on this subject has been relaxed. 


It will be seen from these tables that while the total 
outstanding liabilities involved in these sterling balances 
underwent little net change over the year 1949, the 
categories comprised in the total fluctuated consider- 
ably. One of the most important variations is the decline 
from about {1,600 million to £1,350 million in the 
amount of blocked or restricted balances and the 
accompanying increase from about £1,750 million to 
nearly £2,000 million in the total of the balances freely 
usable for sterling payments. The situation has therefore 
changed to a greater extent, and in a more serious way, 
than the comparative stability of the total figures would 
appear to imply. The amount payable on demand has 
increased, and it is this total rather than the sum of the 
blocked or restricted balances which constitutes an 
immediate potential call on British resources. Since the 
“Economic Survey” was published, it has been stated 
in the House of Commons that about two-thirds of the 
£2,000 million of unrestricted sterling balances held at 
the end of 1949 belonged to sterling area countries and 
one-third to countries outside the sterling area. This 
information accords fairly closely with the estimates of 
the distribution of these balances reproduced in Tables 
Iil and IV. ‘Fhe running down of blocked balances has 
of course been made possible by the large releases per- 
mitted in 1948 and 1949; they have been officially 
stated to have aggregated {267 million and £218 million 
respectively. The greater part of these funds seem to 
have been released to Argentine (which has now 
exhausted its holdings of blocked sterling), India and 
Egypt. 

Any reassuring conclusions which may be drawa from 
the study of last year’s changes in the total of sterling 
balances depend wholly on the assumption that the 
countries that have increased their balances—notabl 
Australia, South Africa and the African calnles-—il 
at best continue their accumulations of sterling and at 
worst maintain the balances at their present level. There 
is, however, no necessary justification for this assump- 
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tion. Australia, for example, regards its sterling balances 


as a real and effective reserve to be used in case of nea 
That need may arise from Australia’s ambitious immj- 
gration p “20 million Australians in oy, 
time ”—with all the capital development which jt may 
call for ; alternatively, it may come from a Sharp fall 
in primary commodity prices, in which contingency th: 
sterling balances would certainly be used as a cushion 
to soften the impact of that blow on the Australian 
standard of living. 


* 


The importance of this volume of unused demand 
depends less on its size than on the time when it might 
be translated into effective demand. That in tum 
depends, to some extent, on the trust which the Sterling 
creditors repose in their central banker, and on the atti- 
tude of the banker towards his responsibilities. It js 
only exaggerating slightly to suggest that the banker has 
been bent on liquidating these accounts, which is not a 
thing that bankers do unless they are pressed by their 
creditors. But if the banker were to follow a more normal 
banking policy—in a word, to make it attractive to the 
depositors to maintain their accounts—the response 
might be surprising. If the world’s confidence in sterling 
could be so restored (as only changes in the general 
policy of the British Government could restore it) that 


Taste IV—EstTIMATED STERLING BALANCES 





(£ Million) 
June 30, | Dec. 31, Dec. 31 
1945 | 1948 1949 
Ee OSB Ee Se a es me ae 
NE oo ada tcc ct ba cecane uaa 118 230 | 
BUOW OE oa oon daw cit. Henne ae bee 64 64 69 
Oi DION. 6 6.06 wis cack: cesee ceases i 33 35 55 
Eire Nw skegns 6166 bi hws by ays GOCE } 179 225 2 
OU oy sw dues ent 6us bt 0dhekdeo sonore 820§ 12H 
RMAAIA «corks chide <unatniccenananr all } 1,08 {| 155§ 140 
BOONE. oN ban 02w ane ended vee ieeak ese 71 90 i 82 
COUN os is si tsnssdeety eve ceasmennauen 61 52 45 
DROID, ois is tin eudiceess <cugheeeodees 85 105} 10 
East African Colonies ..........cicsseens 81 105! 110 
West African Colonies ..............--ee 91 145 150 
Other Colonies, Dependencies, etc......... a4C=* 245 | 250 
Unidentified, errors and omissions ........ Ss + 1 25 
Total Sterling Area............0....ee0e 2143 | = 2,322 2,291 
Megat ii iecskel es. os es cheeses 400* | 346 322 
POE. o's iciwwesowiktenbiakeud bee 116t 37 { # 
OU Se ac aks soc eekeeeiaen 31 | 15 12 
URE ks ok inisz id dens s eaniesen ein Gas 4” 10 # 
NOG a5 s.cvt's skid nse eben eeske eke ekadnnt 55 ve 
WIE ix sv snsainoes Sp2ehewkedncatenes > i rs) 5 25 
Ss inetinn ihe nes 56 all he és ond hue aeeaS diel 45 15 
NN 55 sce rises cae ehsccudounees 91 20 1 
RC iy SOM ine Rate 79 60 T 
WOES ois + 05 6s ck Setc vanes i ie 40 42 
Ge MUNONOOR ...... 055s cacudoummeens 29 65 » 
DN So oo os hen been eeeee 8 Ok 80 19 
MNS iis ko 6d os ce aad veeia eo uebeaRkk 37 40 37 
MIs xcecac's 5x'<ank Gas apabiexk Gaal 4 14 20 
Other Latin American.................05 5 5 | al 
Wn 5s odeucecs swhincasycueeks cael 22 22 32 
SOUOD esis 3.5 <n s Uh 0b5aR aoe EE 790 80 
Unidentified, errors and omissions ........ + 153 + i 
Total Non-Sterling Area.................. 1,144 1037 | «1,087 
ee 3,287 3359 | 334 





* Including Sudan. 
§ India’s estimated balances include some £167 million locked up in 4 sterling 
annuity to meet . The estimate for Pakistan includes som 
£8,000,000 which is similarly utilisable only for pension payments. 
Source: The Banker 





it could be made freely transferable into all currencies 
(except of course into dollars), the problem of the 


balances might quickly as 
To this extent, there is some ground for the 
that the Sterling balances | at least 
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since the big potential spenders have used their marginal 
sterling, leaving a basic minimum for use as worki 

balances and monetary reserves. But the limitations of 
this argument must be admitted. There is no guarantee 
that the holders of “free” sterling would refrain from 
using them up in times of adversity, or even before 
adversity arrived. The weight of these sterling balances, 
and particularly of that part of them which is payable 
on demand, stands as a potential call on British resources 
that might be useful, if the world suffered an economic 
setback, in sustaining the demand for British exports, 
but which in present circumstances is more likely to 
present an obstacle to the progress of sterling towards 
true convertibility with other world currencies. It is 
not therefore surprising that there is still talk of inter- 
national action to deal with this relic of the arbitrary and 


Films and the State—III 
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im some cases inequitable distribution of the financial 
burden of the war. Such action could be so ordained as 
to dovetail into the ebbing of Marshall aid in Europe, 
to promote the development of Asia and Africa and to 
assist the advance of sterling towards full convertibility. 
These are all hot issues—in America, in Britain and in 
many sterling countries. It may be too late to deal with 
them at all. It will certainly be impossible to do so and 
to satisfy at the same time American predilection for 
“open diplomacy.” There can be no complaint when 
the open door reveals the truth. But when only part of 
it is seen through chinks and the rest distorted, when 
working papers become proposals and appear in the 
Washington press within forty-eight hours of being sub- 
mitted in confidence to American colleagues, the way of 
advance does become unnecessarily complicated. 


The Lions’ Den 


ANIEL, if he had sought friendly advice on entering 

the lions’ den, might well have been advised to 
begin by getting on good terms with the lions. Much 
the same counsel has been offered to the British film 
industry on seeking a world market. To seli films in 
overseas markets is difficult in the teeth of hostility from 
the entrenched American film interests, and the advice 
is, therefore, excellent. British film producers can be 
forgiven, however, for feeling—in the absence of protec- 
tion from any higher authority than the Government— 
that it may not be easy to get on good terms with these 
particular lions. Friendlier treatment from the Ameri- 
cans and better distribution in the American-dominated 
markets were among the results which were to follow (it 
was hoped) from the Anglo-American films agreement 
two years ago. But those hopes were disappointed. 


Within a few weeks of the signing of the agreement, 
the American trade was thoroughly antagonised by the 
fixing of a high British first-feature quota. Whether, if 
this had not happened, British films would have got 
better treatment in the overseas markets is a matter for 
speculation. It is equally speculative whether, if the 
British industry had been able to bring its films to 
market on the requisite scale, the films would have 
proved to possess a sufficiently general appeal to be suc- 
cessful. The fact is that the industry has not succeeded 
i organising itself effectively for the worldwide distri- 
bution of its products, and only a few exceptional films 
have been brought before a North American public at all. 
Co-operation from the American industry, if it could be 
secured, could improve this state of things; but the 
American producers have made it clear often enough 
that their co-operation would be conditional on the 
British industry a modest and subordinate role 
—with which the British high quota policy is not con- 


sistent, 













Government action has so far sought to British 
production and guarantee British exhibition for the 
Product. But the revenue from the British market is 
limited. Lacking seaiabesiil easaline: the serine British 
X-Office. se le ° 
been soit done b policy a 


inflated, as rapidly collapsed. Its collapse has been un- 
fortunately timed for the Government, which on Monday 
opens talks with the American film producers on the 
revision of the Anglo-American films agreement for its 
second two-year period. Government policy has pinned 
great hopes on domestic film production as a potential 
dollar-saver, but it has to be admitted that the hopes 
have not fared well. 


Disappointments can, however, do good provided that 
their lessons are perceived. British policy towards the 
film industry in recent years has failed because it 
has sought to achieve too much at once; it has not 
pursued a clear purpose, and has failed to regard 
the limited means available. As it exists, the industry in 
Britain is simply not a strong enough instrument to serve 
a policy of indiscriminate expansionism. It is necessary, 
therefore, to discriminate. What is the nature of the 
state’s interest in the matter? Is the state interested in 
film production simply as a form of trading activity which 
it desires to encourage ? Then there are certain things 
that the state can do to help. But these have to be kept 
within the limits set by the modest trading capacity 
which the indastry displays ; aiming too high, or travel- 
ling too fast, will do no good. There is, however, an 
alternative purpose and therefore another possible 
course of action. Is film-making to be fostered for non- 
commercial reasons—either to serve cultural purposes 
at home, or to enhance the national reputation abroad ? 
That is a possible aim, and one which the state might 
pursue. But the commercial film industry as it is at 
present organised in Britain is a grotesquely unsuitable 


instrument for carrying it out. 


* 


To take the first assumption first, one economic task 
which the British film industry is demonstrably not 
strong enough to shoulder is the task which was widely 
ascribed to it a year or two ago: to make Britain largely 
“ self-supporting ” in films within a measurable time. 
It is never easy to assess the usefulness of any “ dollar- 
saving ” project. The cultivation of groundnuts in East 
Africa is a useful dollar-saver if it produces a good crop 
at a reasonable cost ; but if it produces a bad crop expen- 
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sively it is nothing but an incubus. It may be acceptable 
that the cost of such a crop should be somewhat higher 
than the same commodity would cost in dollars, because 
dollars are scarce ; but how much higher ? There 's no 
cule of thumb, no universally valid black-market rate for 
‘the dollar which the national planners can recognise. 
Given such a rate, the planners would know that they 
ought not to exceed it. Even without it, it 1s possible 
to recognise palpable absurdities when they become 
evident. It a dollar is worth 7s. 2d. at the official rate, 
it may be prudent to spend 7s. gd. to save a dollar ; to 
spend {1 for the same return is the road to ruin. 
Domestic film production may be justifiable as a dollar- 
saver when it barely breaks even or, perhaps, when it 
makes a slight loss. But when it begins to make ruinous 
losses it ceases to be worth while. And since the process 
has now reached the point at which the losses have to be 
borne by the state, then the state will have to consider 
whether public money cannot be better used—perhaps 
to stimulate a dollar-earning industry instead of a dollar- 
saver. Alternatively, dollar-saving may have to be put 
on the familiar basis of self-denial by the citizen. 


These considerations are worth bearing in mind in 
the negotiations with the American producers which 
open on Monday. In 1947-48 Britain was paying some 
$50 million a year for American films, and this is more 
than the British economy can “ afford” at present. The 
American film industry agreed for the time being to 
accept in dollars $17 million a year plus a sum equivalent 
to the net dollar earnings of British films, and to leave 
the remainder—used or unused—in sterling. No doubt 
the British Government would like to bring down this 
rate of dollar remittance still lower, and the American 
film companies have let it be known that they would like 
to increase it. The resultant discussions may be acrimo- 
nious. But the one thing that can cloud them unneces- 
sarily is the suggestion that supplies of American films 
can (because of the dollar shortage) be replaced by sup- 
plies of British films. They cannot, or only to a modest 
and limited degree; if that degree is exceeded, if 
measures are taken which inflate British film production 
precipitately, the rate of loss on the average British pro- 
duct rises at an intolerable rate. There is, however, 
another course open. American film earnings could be 
restricted and no steps taken to find a substitute for the 
American product. The earning-power of the film 
exhibiting trade in Britain would then contract (to a level 
nearer that of the average European country) and dollar 
remittances would contract with it. 


* 


To outline the foregoing as a possibility is not to say 
that it will happen or ought to happen. The dollar shor- 
tage may be relieved in other ways. An intelligent and 
discriminating intervention in the film trade (on the lines, 
for instance, partly laid down in the Plant report) might 
stimulate the British film industry to improve its com- 
petitive position. The American producers might come 
to the conclusion that they could themselves achieve 
efficient production in Britain—overcoming what one of 
them recently called the “ molasses atmosphere ” in the 
British studios—and might spend some of their “ frozen 
sterling ” to their own satisfaction. All these things are 
possible. The gloomier hypothesis is merely presented 
in order to show that the dollar shortage does not, of 
necessity, justify a large domestic film output at any cost. 
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In logic, it suggests something quite different - 


- > it Sug- 
“going. 

The attempt has been made in these articles to diag. 
nose the state of economic health of British film produc. 
tion and assess its expectation of life, with or withoy 
injections of public money. They have led to the cop. 
clusion that even with the injections a big British film 
industry is not a good life. Some production will persis, 
on sheer merit. A film industry encouraged in habits of 
self-reliance and habituated to competitive discipline; 
can hope to survive, and survive usefully ; but it will only 
be on a modest scale of activity. This, however, is an 
economic calculation proceeding from strictly commer. 
cial assumptions. The state may still feel—and public 
opinion may support it, though this is uncertain—thy 
film production on a more important scale is desirable 
on non-commercial grounds and on those grounds woul: 
justify the adventuring of public money. 


To adjudicate for or against such a thesis would be 
out of place here. What can be said is that if this is the 
purpose, then its nature needs to be clearly recognised : 
the idea of attaining it by a purely commercial proces; 
has to be abandoned, and other more appropriate mean; 
have to be devised. The trade as it is organised today 
cannot serve such a purpose, and if asked to do s0 will 
merely waste money. The producers are largely tied to 
the distributors, who in turn are tied to the exhibitors’ 
assessment of public taste. The resultant standard has 
been neatly formulated in the United States as the “ teen 
age rule,” which lays down that a film for commercial 
exhibition should ideally be devised to suit the taste and 
match the state of mental development of the average 
youth and girl of nineteen. 


gests less expenditure on film 


* 


No reason is apparent why the state, if it wishes tc 
put its money into film production for reasons which are 
essentially not commercial at all, should accept the 
trade’s standards as absolute. Yet this is the position 
into which it seems to be falling today. The National 
Film Finance Corporation, by the terms of its existence, 
injects public money into the film business through the 
existing trade mechanism on proposals which come from 
the trade ; it can initiate nothing. It cannot claim to b 
an arbiter of taste ; instead it has to work on standards 
of commercial merit which are obscure and patently un- 
reliable. The trade is acutely suspicious of public inter- 
ference, of censorship, of attempts to introduce standards 
of merit from outside, and this is reasonable in so far a 
the trade can maintain itself without state help. Ther: 
should be no interference with producers who are pre 
pared to support themselves, and there should be n0 
attempt at monopoly. 


But this is not to say that the state, if it does choose 
to take part in the film business, should bind itself to be 
a passive risk-taker. Perhaps it should participate 
actively—or not participate at all. Perhaps it should 
adopt non-commercial standards of taste and perform- 
ance, and back its fancy in the same way as any othet 
backer. Such an attempt would require the -reati00 
of new organs to train and recruit talent, to study tech- 
niques, to initiate production, and to bring the product 
to the market at home and overseas. It would & 


violently controversial. The possibility is outlined here 
in the hope that it may help to precipitate issues whic! 
are at present not clearly recognised. 





THE } 


Spring 
TI 
fickle 1] 
respon 
market 
the adi 
observe 
yssue a 
pressur 
dence 
Kafhir 
reperct 
perhap 
of adv 
taxatio: 
queue 
the fe 
—the. 
and th 


The 
future. 
shift 0} 
millior 
but th 
cent le 
that st 
“ depe 
lifted 
load ¥ 
durin 
dently 
gilt-ec 
while. 
advan 
par— 
then | 
to 4. 
this a 
able 
now ; 


of th 


expel 
that | 
reney 
day 1 
the j 
the 
relief 
after. 
an ji 
Missi 
for ti 
open 
{1,3 
Stoc 
been 
tive | 
payn 
right 
stocl 
insti 
The 
no ¢ 
Sour 








THE ECONOMIST, May 13, 1950 





~ Business Notes 


Spring in Throgmorton Street 


The mood in Throgmerton Street, though perhaps Jess 
fickle than the weather in this variable spring, has this week 
responded to the rise in temperature. The slight lifting of 
market oppression need not be attributed wholly, however, to 
the advent of spring sunshine. Rightly or wrongly, City 
observers regard the smooth launching of the big electricity 
jssue as having removed an important potentia! source of 
pressure. More significant still has been the growing confi- 
dence that the difficulties which have lately overhung the 
Kafir market will now be surmounted without untoward 
repercussions. If these two hopes are justified the City may 
perhaps be shaken out of its habitually morose contemplation 
of adverse influences—notably, of course, the burden of 
taxation, the pressure of rising costs and the length of the 
queue of claimant borrowers—and may focus instead upon 
the few minor blessings which this year has brought forth 
—the absence of new “ soak-the-rich ” devices in the budget 
and the reprieve from new threats of nationalisation. 


These possibilities, however, still lie very much in the 
future, and certainly cannot be predicted from the minor 
shift of sentiment observable in the past few days. The {150 
million BEA issue was officially described as fully subscribed; 
but the fact that applications above £250,000 received 16 per 
cent less than was sought did not shake the general conviction 
that some two-thirds of the issue has been absorbed by the 
“departments.” The assumption that a burden has been 
lifted therefore looks premature, since a large part of the 
load will have to be shifted from the authorities to the market 
during the course of this year—unless official policy impru- 
dently swings back into the bad habit of trying to keep the 
gilt-edged market sweet by injections of new credit. Mean- 
while, the postponement of pressure has permitted a modest 
advance in prices. The BEA scrip opened on Monday at 
par—{ premium, dropped momentarily to a tiny discount and 
then rose later in the week to a premium of 3, now reduced 
to 4. The moderate investment buying which supported 
this advance was at the expense of other dated and irredeem- 
able stocks, but these later regained their slight losses and are 
now a little above the levels at which they stood on the eve 
of the loan. Short bonds have been noticeably firm. 


x 


At the other focal point of market concern, the week’s 
experience pivoted about settlement day. Apprehensions 
that Tuesday might bring new difficulties to light provoked 
renewed weakness in gold shares on Monday. On Wednes- 
day the failure was announced of a small firm of jobbers in 
the industrial market which had also dealt m Kaffirs ; but 
the general response to this unhappy inciacnt was one of 
relief that nothing more serious had been encountered. There- 
after, gold shares staged a modest rally. This, perhaps, is 
an instance when the market idiom—“ staged "—is per- 
missible. At all events, this rally has been made the occasion 
for the launching of the big Stilfontein issue. The lists will 
open on Tuesday for an offer at par to the public of 
£1,350,000 of 54 per cent Convertible Unsecured Loan 
Stock, 1954-60 ; a further £650,000 of the same issue has 
been underwritten firm. The sponsors hope that the distinc- 
tive features of this method of finance for developing mines— 
Payment of interest during the development phase and the 
tight to convert up to §0 per cent of the stock into equity 
stock as this phase gives place to production—may attract 
‘nstitutional funds which would not otherwise be available. 
The experiment will be watched with interest, for there is 
ne doubt that novel methods will be needed if the many 
South African mining developments now in train are to 
secure all the resources needed to bring them to fruition. 





Building Efficiency 

The Minister of Works said in the Commons this week 
that action on the recommendations of the working party 
on building, so far as they concerned the Government, was 
already “on the move.” One of these, no doubt, was the 
suggestion that “ abrupt and violent changes ” in the building 
programme should be avoided ; this was to some extent dealt 
with by the Chancellor in his budget statement—the house- 
building programme is to be 200,000 houses a year for the 
next three years. It is true that the Government’s power to 
determine anything for three years ahead is at present 
doubtful, and it needs to be remembered also that the 
decision concerns house-building alone. Elsewhere on the 
building front, the fluctuations may be as abrupt as ever. 


But, as Mr Stokes said, the majority of the working party’s 
recommendations are directed to the industry itself and its 
associated professions ; and these he proposed to discuss with 
the National Consultative Council of the industry during the 
week. Asa note in these columns suggested last week, many 
of the recommendations are in effect little more than advice 
to the employers and workers in the industry to make them- 
selves more efficient. It will be tempting to pass on such 
good advice while leaving unsolved the central question: how 
to create conditions in which the employers and workers will 
be impelled to follow the advice. 


To find any solution it will be necessary first to study 
the implications of the change which postwar conditions have 
brought about in the nature of the builder’s activity. Before 
the war the average builder sold a commodity in the open 
market, and the inducements to him to keep his costs down 
were powerful and direct. Today most building is done 
under contract to an authority, and the average builder no 
longer sells a commodity ; he provides a service and 
makes a professional charge for it. The main elements 
in his costs—materials and labour—are in_ practice 
outside his control, and the rise and fall clauses in the contract 
insure him against their incidence. His remuneration is 
virtually on an on-cost basis. Perhaps something could be 
done to introduce mobility into this state of things by order- 
ing houses in a different manner where circumstances permit. 
One suggestion is that where a large housing estate is to be 
developed a builder might be licensed to develop it within 
a certain capital sum, without a rigid upper limit on the 
number of houses he is permitted to build. He would then 
have some scope for ingenuity. In general, however, the 
builder’s new status is likely to persist so long as private 
building enterprise is confined to a strictly subordinate role. 
It seems necessary, therefore, to review the whole system of 
contracts and charges in the light of this fact, in a more 
fundamental maner than the working party attempted. 


Last week’s note contained an error ; the statement that 
productive efficiency had recovered to a quarter of its prewar 
level by the end of 1948 should have read that it had 
recovered to three quarters of (or a quarter below) the prewar 
level. 


* * * 


Transport Costs Debated 


Discussions on transport policy in the House of 
Commons are becoming more frequent and less effective, 
On Wednesday Sir David Maxwell Fyfe moved to annul 
the regulations giving effect to the one-sixth increase in 
railway freight charges which comes into effect on Monday. 
The points he made were familiar but they fastened atten- 
tion on questions of costs and efficiency. Sir David sug- 
gested “a rapid inquiry by a small body of practical experts 
in railway running into the possibility of economies, of 
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increased efficiency and increased traffic.” It is possible to 
doubt where the one or two practical experts who could 
tackle these enormous questions at high speed could be 
found. But the proposal recognises a real dilemma. All 
the calculations submitted by the Transport Commission in 
support of their application for increased freight charges 
rested entirely on the Commission’s assertion that efficiency 
was being unremittingly pursued. Spokesmen for the Com- 
mission managed to convey, even if they did not intend to 
do so, am appearance of satisfaction about achievement 
towards efficiency. And the conclusion of the Transport 
Tribunal, having heard this evidence, was that although the 
estimated economies in 1950 appeared disappointingly small, 
it must be left to those responsible for the conduct of the 
Commission’s activities to forecast what economies they were 
likely to achieve and that the Tribunal had no justification 
for rejecting such estimates. 


Neither the Minister, nor the Opposition, nor the public 
can succeed, where the Transport Tribunal failed, in testing 
the claims about savings and efficiency put forward by the 
Commission. Certainly the Minister by resorting as before 
to the improvement of operating statistics in 1948 compared 
with 1947, can hardly suppose that he is touching the root 
of the matter. The essence is simple even though the 
answers are difficult. Are the increases in charges the least 
that are necessary to balance the Commission’s books ? Are 
the Commission and their executive agents doing all that 
could reasonably be expected to attain maximum efficiency ? 
Is there enough mobility of men and ideas ? Is the structure 
of the transport organisation too rigid ? Is management too 
concentrated in London and too diffuse in the country ? 
The question of efficiency is not a matter of merely train- 
loads and ton-miles per engine hour. It goes deep into 
the character of the new organisation which has been set 
up under the Transport Act. For this reason the small 
body of practical experts (if they could be found) could 
hardly do the job that is needed ; that entails a much more 
fundamental study of the nature of the organisation itself 
and the uncovering of all the things which prevent it from 
working satisfactorily. 


The debate on increased freight charges coincided with 
the opening of the inquiry into the London Area Charges 
Scheme. This scheme is of a more fundamental and 
permanent character than the application for increased 
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freight rates which was made last November. |; seeks 

establish standard charges for passenger travel in the Lo — 
Transport area and will cléarly entail a long inquiry bef fn 
the Tribunal. This week’s proceedings have disclosed i 
the British Transport Commission estimates its deficit it 
1950, after making allowance for the increased fre; bt 
charges and the recent increase in fuel duty, at approximate 
£15 million compared with £23.3 million for 1949 Ay 
estimate for a notional full year, giving effect to railway 
freight increases and the additional net receipts from 
London Area Scheme now proposed, would be a deficit «i 
£1,400,000—before any allocation to write off past lowe. 
or making provision for general reserve. " 


* * * 


Rising Costs and Steel Prices 


The iron and steel industry has decided not to pass on 
to consumers the increase in its costs (estimated at about 10; 
a ton of finished steel) which will arise from the higher mai 
transport charges. This is a pleasant surprise to many stee'- 
using industries. At the same time it 1s a little puzzling, 
The new railway charges bear hardly on bulk freights such a 
steel and the raw materials of steel, and in the hearings before 
the Transport Tribunal the steel industry put up a weighty 
case against the increases. Further, the industry has had 
other heavy increases in costs to bear in the past year. The 
greater use of imported scrap has raised the average price 
paid for a ton of scrap, and devaluation made German scrap 
more costly than ever. Oil fuel, which is largely used nowa- 
days in the melting shops, became 15s. 6d. a ton dearer 
after devaluation. The price of some imported ores also 
rose towards the end of 1949 for the same reason. 


How can all these increases in cost be absorbed? The 
federation has explained that rising production has made 
savings in the import programme possible. These savings 
must refer mainly to the import of semi-finished steel for 
rolling. A year ago, when the steel subsidies were reduced, 
the industry took over from the Government the burden of 
the excess cost of imported over home-produced semis ; sted! 
prices were then raised to carry this and certain other charges, 
though the Government continued to meet the excess cost 
of imports of finished steel products. Reduced imports of 
semis will thus save money for the industry. Further, as 
home output grows the incidence of such subventions on a 
ton of home-produced steel is spread more thinly. The 
continuing growth of output should serve as a reminder 
once more—if a reminder is needed—of the fact that the 
steel distribution scheme has become redundant. 


It is still early to say for how long the various cost-raising 
factors can be nullified by expanding output. Much will 
depend on the technical success of the industry’s development 
programme. As the programme takes full effect it will not 
be enough to rely on a bigger total output alone; the 
Operating economies and the fullest utilisation of the new or 
improved plants will play the crucial part. As the signs 
of competition from other European steel producers become 
plainer in the export trade, such economies become mor 
important than ever, and the nature of the export trade makes 
it most urgent of all that the finishing sections of the industry 
Should grow in efficiency. 


x * * 


The Miner’s Stint 


_ Ever since the disastrous attempts in 1947 to persuade 
Grimethorpe miners to work a longer “ stint,” the problem 
of how to achieve greater output from the individual face- 
worker has defied the industry’s leaders. The decision of 3 
joint committee of the Coal Board and the National Union 


of Mineworkers to recommend pits to adopt a system of 


team or individual “ stints” in place of the present standard 
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stint may thus be of great importance. Under the present 
system, work is allocated to men irrespective of their personal 
capacity or physique. The new proposal, by providing a 
real incentive to Output, should encourage the younger and 
stronger men to increase their individual effort. 


It will be left to the divisions to work out appropriate 
schemes for their collieries. Everyone will hope that their 
efforts will not lead to friction, but will meet with a real 
response. But the difficulties of persuading pitmen to change 
their habits are formidable. The fact is illustrated by the 
opposition to a scheme for time and motion study in the 
northern coalfield. The miners, like many industrial workers, 
associate the stop-watch with speed-up and the Bedaux 
system ; they do not (they. have said) want any “ efficiency 
spies” in their coalfield. The Northern divisional board has 
therefore decided not to pursue the proposal. Consultation 
by the management with the men—and not merely with the 
National Union of Mineworkers—needs to be full and 
careful before any such scheme can hope to succeed in the 
existing psychological condition of the industry. 


* * * 


British Aircraft in America 


The De Havilland Dove, a small piston-engined aircraft 
carrying up to a dozen passengers, may go down in aviation 
history as the first British aircraft to be used by American 
operators. Within the next week or two the Civil Aero- 
nautics Board of the US Government is expected to grant 
it the American equivalent of a certificate of airworthiness. 
Since it was developed at the end of the war, the Dove has 
had a certificate of airworthiness from the British Air Regis- 
tration Board, but this is not valid in the United States. 
Both authorities lay down stringent regulations, and an air- 
craft which has met the requirements of one licensing 
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authority has also, in fact, attained the general standard of 
airworthiness demanded by the other. But the two sets of 
requirements differ in detail in such a way that an aircraft 
designed to satisfy one authority is unlikely to meet the 
requirements of the other at every point. In consequence 
either authority can always find grounds for refusing a 
certificate of airworthiness to an aircraft already approved 
by the other ; each has, therefore, the power to prevent the 
use of fore:gn-built aircraft by its domestic air lines. 


Since the war the British board has tended to accept 
without demur the certificates issued by the Civil Aeronautics 
Board to American aircraft imported for use by the British 
corporations, but the Dove represents the first case in the 
reverse direction. No aircraft of this particular size is built 
in the United States, and repeated attempts have been made 
to get its British certificate recognised there. Modifications 
recently made to the aircraft have brought it more closely 
into line with American licensing requirements, and the Civil 
Aeronautics Board has agreed to accept the assurance 
of the Air Registration Board that the Dove now meets the 
requirements laid down. 

This unbending, limited though it is, may mean that the 
Civil Aeronautics Board is preparing itself for the possible 
import of gas turbine civil aircraft from Britain. The 
American aircraft industry is now appealing to Congress for 
a subsidy to build similar aircraft on the grounds that 
American airline operators will otherwise be obliged to go 
to British firms for their new fleets. From this distance the 
request does not seem reasonable, and it remains to be seen 
how it will be received. 

* 


It is not yet known what requirements the Civil Aero- 
nautics Board is going to lay down for these aircraft. The 
International Civil Aviation Organisation of the United 
Nations has attempted to draw up a series of recommenda- 
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tions as a basis for an internationally recognised certificate 
of airworthiness, but these recommendations are still being 
debated. The International Air Transport Association, to 
which the airlines belong, is meeting this month to draw up 
some recommendations of their own for gas-turbine aircraft, 
but these will have no official standing. Since there are no 
gas-turbine civil aircraft in America, the Civil Aecro- 
nautics Board has so far been asked to grant civil licences only 
for engines. There are grounds for expecting that it will 
come under strong pressure to refuse licences for foreign- 
built aircraft. The attitude which will be taken is of 
immediate importance to several British firms—to de Havil- 
land because of the interest in the Comet, to Vickers because 
the Viscount already has a British Certificate of Airworthi- 
ness, and to the Avro Canada, the Canadian subsidiary of 
the Hawker Siddeley Group. The Avro Canada turbo-jet 
C 102 is a competitor of the Viscount and has been somewhat 
surprisingly described in the United States as “ America’s 
first jet airliner.” The C 102 has been designed with possible 
Civil Aeronautics Board requirements in mind. 


* * * 


Simpler American Customs 


Mr Snyder, the Secretary of the United States Treasury, 
recently laid before the House of Representatives the text 
of a proposed Customs Simplification Act. The object of 
the Bill is not to make changes in American tariffs, but to 
simplify and expedite the work of the Customs. British 
exporters to the United States have long complained that 
the procedures of the American Customs were costly, time- 
consuming and inequitable. No British exporter will suppose 
that the laying of the Administration’s Bill before Congress 
will change these conditions overnight ; much time will 
elapse before the Bill is enacted, and amendments are to be 
expected. The Bill is, nevertheless, a welcome attempt to 
lower the purely administrative hurdles that imports into the 
United States have often had difficulty in clearing. 


The most important feature of the Bill from the point of 
view of British exporters is the proposed elimination of 
“foreign value” as a basis for import duty. The complica- 
tions of Section 402 of the Tariff Act of 1930 (which defines 
what “value” means for the American tariff) are a specialised 
study in themselves; they were summarised in an article, 
“Through the American Tariff,’ which appeared in The 
Economist of February 18, 1950. At present the American 
Customs are bound to take “foreign value” or “ export 
value,” whichever is higher, for assessing ad valorem 
duties. “Foreign value” is the price at which the mer- 
chandise is freely offered for sale for home consumption in 
the country of origin. It is the most common basis for assess- 
ing duties, though it is often very much higher than the price 
at which the goods are actually sold to the American pur- 
chaser. This use of “foreign value” probably causes more 
trouble and irritation to British exporters than any other 
feature of the tariff; to work it out often involves lengthy 
investigation in this country and examination of the exporter’s 
books by the United States Treasury officials. To drop 
“foreign value” and to substitute “export value” (that 
is, the price at which merchandise is freely offered to all 
purchasers in the usual course of trade for export to the 
United States) would relieve British exporters of a good deal 
of uncertainty and of arbitrary decisions. 


As a source of trouble to British exporters, the marking 
regulations of the 1930 Tariff Act are only second in import- 
ance to the value provisions. The Bill would make no 
difference to the rule that the imports into the United States 
should bear an indication of the country of origin, but it does 
propose to abolish the special marking regulations that apply 
mainly to metal articles such as cutlery, clocks and watches. 
The proposed exemption from duty of postal parcels 
imported for personal use up to the value of $10 other 
parcels up to $5 should be helpful ; so would the exemption 
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from formal Customs entry and consular invoicing of ¢ 
signments up to $250, as against $150 as at present. a, 
of the discriminatory effect of certain internal revenue tax, 
on whisky should also be welcome to the distillers. Ame; : 
domestic spirits are almost always above “ proof ” aoe 
50 per cent or more alcohol) at the time tax is paid, and Pi 
are taxed on the “proof gallon.” Imported potable spirit 
are generally under “ proof” at the time of importation sed 
are taxed by volume, on the basis of the so-called “win. 
gallon.” In other words, the importer pays full tax op the 
water which has been added to the spirits. The Bill provides 
for the calculation of all taxes and duties on the basis of the 
“ proof gallon.” 


* *® * 


Contradictions in Rubber 


This week the rubber market has continued its remark. 
able advance ; the London spot price is now only a farthins 
below 2s. a Ib., though future prices have shown some sIioh: 
tendency to ease. Current supplies are still well beloy 
current requirements, and some dealers are anxious abou 
the future. The communique issued at the end of the 
Brussels meeting of the Rubber Study Group might have 
been expected to make the market bearish—but it had no 
such effect. World production of natural rubber in 1959 
was estimated at 1,605,000 tons, an increase of 121,500 tons 
on 1949, while world consumption is put at 1,465,000 tony, 
or only 37,500 tons more than last year. These estimate: 
certainly seem out of line with a record postwar price for 
rubber, but in the past the estimates of the Rubber Study 
Group have usually been reliable. 


Their reliability is of great consequence to the rubber 
market. If they are likely to be fulfilled, then it must be 
expected that the price of rubber will show a sharp fall 
later this year. But on what factors are the estimates based ? 
Malayan output this year is forecast at 685,000 tons, com- 
pared with an annual rate for the first quarter of this year of 
644,000 tons. Indonesian production is put as high as 
§20,000 tons, whereas so far this year it has been at an 
annual rate of 340,000 tons. The latter figure, however, 
represents supplies marketed, not actual production; if 
the Indonesian smallholders regain confidence in their 
currency they will sell all they can produce and also all the 
supplies they have been hoarding during the past nine 
months. Taking Malaya and Indonesia alone, then, the 
group’s estimate of “production” is fully 200,000 tons 
higher than the recent rate. 


Consumption of natural rubber this year is forecast a 
1,465,000 tons, of which the United States is expected t 
use 600,000 tons. Both of these figures are below current 
rates. World consumption is at present running at 1,500,000 
tons a year and American consumption at 710,000 tons. I! 
economic activity in the United States is maintained, current 
rates of consumption are likely to continue, though it would 
be dangerous to project them into the indefinite future. Oa 
synthetic rubber the Study Group was closer to current 
trends. American consumption was forecast at 425,000 tons, 
compared with 414,000 tons last year and its present annual 
rate of 415,000 tons. Allowance was clearly made for some 
switch from natural to synthetic rubber. 


* « * 


Warning for the Future 


The estimates of production and consumption of natutil 
rubber issued by the Study Group at least present a warning 
to the market. If political and economic stability is regained 
in south-east Asia, available supplies of rubber will expand 
sharply. On the other hand if as some observers fear, tt 
present American boom is checked towards the end of this 
year, consumption of rubber would then fall. The Study 
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Group has in fact tended to take a more optimistic view of 
supplies and a more cautious view of demand than the 
market. At the moment, that view appears to be wrong, 
put it is perhaps as well that the Study Group had courage 
to show that the conditions that are causing the present high 
price of rubber cannot be expected to continue for all time. 


Dear rubber is also likely to influence American govern- 
ment policy regarding synthetic rubber. General purpose 
synthetic sells in the United States at 185 cents (1s. 34d.) a Ib. 
and manufacturers are still using much more than the 
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(000 Tons) 
Production of Natural Rubber Consumption 
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| Rubber Synthetict 
1949 | 1950*) Pee cers ae ay Sn 
| 1949 | 1950*) 1949 1950* 
Se TEESE nee Teenie eet 
MiMeOR <i casones 672} 685] USA........... 575 | 600| 414!| 425 
Totinesia..is cae 431 eS Sc vi ddasccte cd | 184 195 | 2} 3 
COMO ncn cdd thes g 95] Belgium ......... i (a) | Ut @ |} t 
Indo-China .....-- 42 45} Denmark ........ (a) | 5 | {a) t 
ieee (a) 92 PROMOR bis ix vas 90; 92! & 8 
i Borneo . (a) 64 SE oN soo adn a) | 37 | {a) 3 
DUMA cee swdaee (a) 10 Netherlands ...... ll 13 | (a) t 
LICH. oo «pein ne (a) | 3} Australia......... 26; 26) (a) t 
Other Countries 248 | 64 CN ie vives der | 38 37 | 18 17 
Other Countries... | 504 | 449 et 4 
_—— —|—____— —____|__ 
oo ee | 1,483 | 1,605 | BORM. 2 3 ks 8a 1,428 1,465 448 460 
* Estimates made by the Rubber Study Group. $ Only small quantities used. 

t Excludes Russian produced synthetic rubber. (a) Included in other countries. 


legal minimum, though between October, 1949, and March, 
1950, there was a switch towards natural rubber in the 
manufacture of tyres and inner tubes. If the American 
government feels that the high price of rubber is likely to 
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be more than a passing phase (reflecting a prolonged shortage 
of the natural product) it may well expand the production 
of synthetic rubber and increase once more the minimum 
quantity to be consumed in certain products. By such an act 
the natural rubber industry might in the end lose more than it 
stands to gain from the present high price. 


* * * 


Dearer Base Metals 


Base metal prices are fully reflecting the present wave 
of American prosperity. Lead, which has crept up during 
recent weeks from 10 cents to 11} cents a Ib., rose again this 
week first by } cent and then by 4 cent to 12 cents (£96 a 
ton) and the British price was raised in conformity by £6 to 
£96 aton. Zinc has risen by $ cent to 12 cents a Ib. (£96 a 
ton), making a rise of a cent in less than ten days and a 
further increase was expected as this issue went to press. 
In Britain the price has been raised by £4 to £103 10s. 
a ton. The long-awaited increase’ in the price of copper 
has also not yet been announced, but it was considered to 
be imminent. Even tin has benefited from this upward 
surge in base metal prices, being quoted } cents dearer this 
week in New York at 77} cents a lb. 


The pace of the market has been set almost entirely by 
American demand. It is true that British consumption of 
zinc in the first quarter of this year totalled 60,000 tons or 
6,000 tons more than a year ago, while lead consumption 
increased by 2,000 tons to 41,000 tons. In contrast the 
consumption of copper in Britain fell by 7,000 tons to 
128,000 tons ; tin consumption was unchanged. But in the 
United States the record level of motor vehicle production 
has led to a heavy demand for copper far in excess of avail- 
able supplies. The demand for zinc (particularly for brass 
making) and for lead has also been strong. World output 
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of each of the base metals has been maintained at a high 
rate and in some cases has shown an expansion, while avail- 
able supplies in the United States have been augmented by 
appreciable shipments of copper from Japan and of lead 
from Jugoslavia. The strength of the market can be gauged 
from the fact that these additional imports have done no 
more than temper its bullish sentiment; six months ago 
they might well have caused prices to fall. 


* . * 


Airline Finances and Air Mail 


The accounts of the two British airlines are not expected 
to be published until October, but Lord Douglas, the chair- 
man of British European Airways Corporation, said this 
week that he expects the 1949-50 accounts of his corpora- 
tion to show a deficit of £1,450,000, about half of last year’s 
deficit. It had been hoped to bring the figure down to 
£1,300,000, but between September and the end of the 
financial year in March the effects of devaluation raised the 
corporation’s operating costs by £180,000. In a full year 
these will probably increase costs by nearly {500,000 ; more 
than half of the increase will come from the higher price of 
fuel. Nevertheless, Lord Douglas suggests that the deficit 
may be reduced in 1950-1951 by another 17 per cent, 2.€., to 
£1,230,000 largely by increasing the number of hours flown. 
The increased petrol tax, which is not taken into account 
in this calculation, will be paid only on fuel consumed on 

flights within Britain, which form only a small proportion of 
the corporation’s total flying. 

At the same time, Lord Douglas made it clear that the 
corporation was not relying solely on increased loads for its 
greater revenue. The further reduction in the annual 
deficit was, he said, “ dependent on our getting a fair price 
from the GPO” for carrying mails. A new contract is now 
being discussed between BEAC and the Post Office. The 
contracts are confidential, but evidence given to the Com- 
mittee on Public Accounts last year made some of the facts 
public. The Post Office made a profit of £780,000 on air 
mails in 1947-48. Still, its payments for air carriage were 
equivalent to about twice the passenger rate. The Post Office 
spokesman is worth quoting on this point: 

I might perhaps put it this way, that the total weight of 


air mail is 12 per cent of the load, but for the air mail we 
pay 24 per cent of air revenue. 


This might be regarded as a subsidy to the air lines. But 
the air lines contend that the rates are too low. There are 
many precedents for subsidising air lines through the mail 
rates and the American post office estimates its own payments 
of subsidy in this form to amount to $50 million annually 
on air mail. The British air corporations, however, are 
openly subsidised by Parliament, and in these circumstances 
- necessity of a second, concealed subsidy become question- 
able. 


Apportioning the Subsidies 


The Minister of Food, Mr Maurice Webb, has at 
least started his tour of office by giving much more detailed 
information on the food subsidies than his predecessor. 
It is now possible to compare, with some degree of accuracy, 
the cost of subsidising the different home produced and 
imported foods. The accompanying table has been built up 
from information given in recent weeks in answer to Parlia- 
mentary questions. The main reduction in subsidies between 
1948-49 and 1949-50 was borne by imported foods ; during 
the present financial year it is to be borne by home produced 
foods, chiefly through the abolition of the feeding stuffs sub- 
sidies and the reduction in the fertiliser subsidy. The implica- 
tions of the subsidy policy for home agriculture are discussed 
in a leading article on page 1046. 
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The allocation of the subsidies among the different food 
stuffs clearly shows the importance of milk prod ' 
the Government’s agricultural programme, The subsi ty tn 
milk rose from £44 million in 1948-49 to £63 million 
last year, while this year it is expected to cost £74 million 
In addition, the various welfare milk schemes cost f 
million a year. For three products—meat, eggs and bacon 
the subsidy on home produced exceeds that on imported Sup- 
plies. For three other products—flour, butter and chees: 
—the opposite is true. But in each instance if the cost of 
subsidy per unit of food consumed is calculated for hom: 
produced and imported supplies, the cost per unit of home 
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1949-50* 1950-51 
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Bread and flourt.... 23-6 | 7 


4-4 21-5 | 72:9 | 19-7 69-5 
Shell eggs........... 22-2 | SO | 25-8 | 48 | 23-3 3-0 
Egg products........ ¥ j 1-0 | sa vas | 
Carcase meat........ 48-0 | 10-0 | 32-2) 2-3 | 37-3 2-4 
MOR Bien so oxen 8-7 | 8-3 21-0 16-0 {| 14-7 13-5 
MK 5 oo 55040 fee ee ae 
Condensed milk ..... i ‘ee es 0-3b | 0-6 | 
oo EE IR 0- 3d 39:7 | 1-46; 50-7 | 1-7h 33.6 
GRNGN Co. cha tsisxs 1-26) 18-8 | 2-76! 17-5 3-85) 15-4 
Margarine§.......... des 11-9 | ee i 4-9 | 14 
Cooking fat§........ a 7-2 | ibe | 5-1 4-7 
Patatoest o 6.6 is ccs. 18-1 1-4 | 15-4 | hus 15-4 
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Wb cisvs eal ees is 18-5 oi } 35-1 a 17-3 
PRS iis a: onen eee 0-5 | ae 1-8 | 0-2 ; 
Starch .. : ne ge tie 0-3 0-3 0-4 {a) r 
DI. kaise 1-2 (Cr.20-0 (Cr. 3-7 (Cr. 44-6 7-4 \Cr.14-4 
SOMME sac sacke 170-5 195-7 | 183-4 160-9 | 208-0 l¢ 
i ' 
Welfare foods :— | 
Milk in schools... 8-3 | 8-6 | 8-5 
Nat. milk scheme... | 22-2 eee | 22:0 | 22-0 
Vitamin foods, etc. | 35 | 1-5 | 4-0 | 2-1 | } 
Animal feedingstuffs 62-3 v1 } : 
Fertilisers 6.0... s0% 12-5 15-5 i) 
Loss on potatoes .... 7-9 3-5 t) 
WEMin eeitKcinr 287-2 197-2 277-0 163-0 246-0 164-8 
* Estimate. f Forecast.  ~ Includes acreage payments. § Domestic ration only 
(a) Included, it any, in “ Sundries.” (6) Includes subsidy on manufacturing t 


produced foods far exceeds that on imported foods. On flour, 
butter, cheese and sugar, the extra subsidy for home 
produced supplies is not great, but on eggs it is more than 
double, on bacon nearly double and on meat over twenty 
times. Indeed, the subsidy cost for home produced foods up 
to 1949-50 was even greater than these figures suggest, since 
allowance should be made for apportioning the subsidies on 
feeding stuffs and fertilisers among the various items. 


The table clearly shows that the expansion of home food 
production is a costly operation and that the British public 
could feed more cheaply by relying to a greater extent on 
imported supplies. The problem is, of course, not so simple 
as that, at least not until Britain can balance its overseas 
payments. Secondly, the concentration on milk production, 
and the larger subsidy which has to be paid to dairy farmers 
to ensure the sale of their output, has led to higher costs— 
and therefore larger subsidies—in other branches of agt- 
culture. For example, if milk were less profitable, the cost of 
the subsidies on home produced meat, eggs and bacon might 
well be much lower than it is at present. 


* * «x 


Mr Havenga and the IMF 


_ The South African Finance Minister had some hard 
things to say this week about the International Monetary 
Fund’s rejection of his request that gold producing countriss 


should be allowed to sell up to half their output at premium 
prices. Yet that rejection (which was briefly reported 1 
The Economist last week) was neither unexpected nor, 
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the short term at least, of serious consequence. It is 
;rksome, no doubt, to South Africa that only a very limited 
quantity of gold may be sold at premium prices and that the 
gold concerned has to go through the senseless (and expen- 
ive) stages of being processed into “ industrial products ” and 
then de-processed into gold bars before being let loose on 
free markets. But the fall in the premium price of gold to only 
$3 an ounce above the official price has now made these 
cransactions unprofitable. If the IMF had given its blessing 
to less fettered premium sales, the expenses involved in 
crocessing and de-processing the gold could have been 
avoided ; but the increase in supply would certainly have 
meant that the premium of the free market price over the 
official price would have dwindled or disappeared. 


In these circumstances, Mr Havenga’s indignation can only 
be based either on injured semi-innocence (as witnessed by 
his observation that since several important members of the 
IMF did not conform to its gold policy there was no reason 
whv South Africa should do so either) or on the belief that 
‘he time must come when renewed disequilibrium in world 
exchange rates would drive the premium price of gold up 
again. If this does happen it will, of course, be irksome for 
gold producing countries that they cannot legally take full 
advantage of it; yet they would do well to remember that 
the special position of gold on world markets brings with it 
a responsibility which cannot be shaken off if its advantages 
are to be maintained. Sir Stafford Cripps revealed in the 
House of Commons this week that the British representative 
on the Executive Board of the IMF had been instructed to 
vote both against South Africa’s proposal for wider freedom 
for premium sales and against its even more forlorn request 
for an increase in the dollar price of gold; even if it be 
granted that Britain’s interests are on the side of the gold 
producers rather than on that of the gold users, this instruc- 
tion was not, on a long view, necessarily unwise. 


* * x 


German Potash Bond Progress 


A further hurdle has been taken in the protracted nego- 
tiations to secure for bondholders of the Potash Syndicate 
of Germany the foreign exchange proceeds from wartime 
potash exports. High Court approval was given last week 
to the agreement reached in March, 1949, between the 
Dutch banks and the British trustees and paying agents con- 
cerning the transfer of Fls.24,400,000 and U.S.$1,100,000 
formerly blocked by the Dutch Custodian of Enemy 
Property. The agreement makes transfer conditional upon 
the payment of a small commission to the Dutch custodian 
and stipulates that none of the funds are to find their way 
into enemy hands. Now that court approval has been given, 
application will be made to the Dutch banks for the 
transfer of the funds. This will come at a somewhat inoppor- 
tune moment ; Holland will have to find some {2,600,000 
at a time when the Netherlands Bank is employing its over- 
draft facilities with the Bank of England to meet current 
Dutch sterling liabilities. 

Before the money can be paid out, it will be necessary to 
decide the form of the repayment. To this end, a bond- 
holders’ meeting is to be convened, under the authority of 
a private Bill that has already passed through the House of 
Lords and is now in Committee in the Commons. If, as is 
generally expected, payment takes the form of capital 
redemption, bondh s should receive the equivalent of 
over {40 in cash. The difference between this prospective 
receipt and the current market price of 74 for the 7 per 
Cent issue may be regarded as representing the cost of an 
Sption on a further—and more problematical—4o per cent 
made up: from the equivalent of Sws.Frcs.3,300,000 in 
Switzerland, $5,700,000 held by the American Custodian of 
Enemy Property, and a claim to future interest payments 
from proceeds of potash Such calculations have 


h 
doubtless helped to raise the price of the 7 per cent issue 
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WHO? 
WHEN? 
WHERE? 
WHY? 


HOW? 


A Method That Gives You All The Answers 
.».- At Sight—At Once—Without Searching. 


WHAT DO YOU NEED? 
IS IT COVERED BELOW? 


OST men have heard about machine accounting, time 
and motion study, and similarly efficient methods for 
getting better results. 





But not all of them know that an unobtrusive revolution 
is quietly taking place in certain fundamentals of modern 
commercial practice. 


... And this without the addition of any new or expen- 
sive plant and equipment. 


Before the war, a “ file ” was a place where papers and 
correspondence were housed together for possible (if in- 
frequent) reference purposes. 


Today, that is all changed. 


Today, the file is a compendium of information about 
someone or something . .. VISUAL information. Instead 
of a flimsy envelope or folder loaded with papers, it is a 
neat, suspended box-like file showing at sight a great deal of 
essential information. You can see at once the name of 
your customer, his address, telephone number, major 
executives—as well as the day and month when he was 
last called on, written to, ordered or any other such in- 
formation you may require. 


Each file is flat on top, colour coded to prevent misfiling, 
colour signalled to convey dates or facts—and fitted with 
a slotted-in record card for annotating special data or for 
transfer or cross-reference purposes. 


Above you have the “a, b, c” of the shannographic 
system—in the same way that one can say that a Shake- 
speare play comprises twenty-six letters of the alphabet. 
But what you want to know is how shannographics can help 
your specific problem . . . on selling, advertising, export, 
production, accountancy, personnel and so on. 


A list of shannographic plans appears below. Just tick 
the one(s) which interest you and attach this advertisement 
to your letter-heading. Then post to the address below and 
you will receive, by return, a detailed explanation of how 
this modern method operates in the special field you have 
indicated. 


pecereceeoreseoncosocosocscceseccessss | 6 MEM RPRSSeee GD WE PRESSE ER Be oevsccecseese Seeeereeeeecreesenenrer® 


FIRST IN FILING 
The Shannon Limited 


145 Shannon Corner New Malden 
Branches at :— Kingsway (London) Birmingham 
Glasgow Leeds Leicester Liverpool Manchester Newcastle Southampton 


I am interested in the shannographic plans (ticked). Please send me full details 
by return, free of obligation. 





1. Company Secretaries. 8 Personnel. 

2. Sales. 9. Advertising. 

3. Export. 10. Architects-Surveyors, 
4, Accountants, 11. Property. 

5. Stocks & Purchases. 12. Printing. 

6. Production. 13. Plant & Maintenance, 
7. Factory Manager. 14. Textiles. 


SOCORR ESSERE HOSTER TSE REECE SEO HOEES eetceeee SERCRE SERS OPERATES EE COEDS ETO E TSEC OREO ESET EES POST SOAOCOESEOOOROROONESE OSE 
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from 69 to 74 in the past few days, but it would be well for 
speculative buyers to remember that some time must neces- 


sarily elapse before the balances now held in Holland are 
distributed. 


* * * 


Multiple Rates in South America 


The last faint rumblings of the exchange rate earthquake 
last September are still making themselves felt in those Latin 
American countries that were then unable to make up their 
minds to devalue. The two latest systems of rates to be 
officially confirmed—those of Bolivia and Chile—throw some 
interesting light on the present attitude of the International 
Monetary Fund towards multiple exchange rates. There was 
a time when circles close to the IMF tended to look on 
such rates without too much disfavour—provided they did 
not involve discrimination between countries of destinat.on or 
origin. As late as last September, indeed, the Fund’s annual 
report stressed the difficulties involved in fixing a single 
exchange rate which would serve the dual purpose of 
encouraging exports and restraining imports in countries 
where costs could not be relied upon to adjust themselves 
rapidly to rising prices and where the tax system was not 
sufficiently advanced to prevent exporters or importers from 
making windfall profits “ arising from the establishment of a 
uniform rate at a time when costs and prices were still out of 
line ”, 

In its negotiations with Chile and Bolivia, however, the 
IMF has plainly been trying to persuade both countries to 
ride boldly over these difficulties. In Chile’s case it has not 
succeeded. Before devaluation, Chile had five different rates 
in operation: a “government” rate of 19.47 pesos to the 
dollar at which the principal mineral companies had to sell 
part of their dollar earnings; a “ preferential ”—and 
unimportant—rate of 25.10 pesos to the dollar at which 
newsprint, sugar and cellulose were imported ; an “ official ” 
rate of 31.10 pesos to the dollar at which some other prime 
necessities were imported ; a “ banking ” rate of 43.10 pesos 
to the dollar which was the rate most widely in use for both 
import and export transactions ; and a “curb” rate, which 
varied between 60 and 100 pesos to the dollar but which was 
fortunately losing most of its importance (although non-trade 
transactions were at one time financed at it). For the past six 
months the IMF has been trying to persuade Chile to cut 
down this fantastic edifice and establish a single rate of 
either 60 or 65 pesos to the dollar. In January, indeed, it 
seemed that the IMF had succeeded ; a single Chilean rate 
af 60.10 pesos to the dollar was provisionally declared to be 
coming into operation. The most recent reports from 
Santiago, however, suggest that all that Chile is now willing 
to do is to shift part (but not all) of the transactions formerly 
financed at the old banking rate of 43.10 pesos to the new 
rate of 60.10 pesos. The Government is also contemplating 
the introduction of new export subsidies and a reshuffle of 
customs duties. In brief, after six months of talking about 
simplification, it has apparently decided to make the present 
incredible confusion even more confounded. 


In contrast with this juggling, the recent revision of the 
Bolivian exchange rate is a fairly simple affair. Before 
devaluation there were three different rates in the Bolivian 
structure: a rate of some 42 bolivianos to the dollar which 
applied to specified percentages of all export proceeds and to 
the bulk of imports ; a rate of some §6 bolivianos to the 
dollar which applied to given percentages of mineral export 
proceeds and to a limited number of imports ; and a fluctuat- 
ing free rate of about 100 bolivianos to the dollar (which was 
given official recognition only last October) applicable to 
non-trade transactions. The present Bolivian intention seems 
to be to buy and sell exchange for trade transactions at a new 
uniform rate of 60 bolivianos to the dollar ; in view of the 
increase in wage costs and the fall in the dollar price of tin, 
however, the proceeds of mineral exports are, henceforth, to 
be converted at 70 bolivianos to the dollar. 
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Imports of Cement 


The Cement Makers’ Federation will import about 
50,000 tons of cement and cement clinker in May and June 
to meet local shortages. Stocks of cement were not built y 
on their normal scale last winter, perhaps because of the 
unusually mild weather, and perhaps because capital invest. 
ment went on undisturbed by the cuts announced jn the 
autumn. Complaints of shortage of cement have lately been 
numerous, and it may be true that some merchants have 
tended to make the position worse in individual districts by 
buying up cement indiscriminately. The quantity now to be 
imported is small, perhaps a third of a week’s consumption, 
but the cement makers hold that it should be sufficient to 
tide over the difficulties. Home production is expected to 
reach 9,600,000 tons this year. This will represent an 
increase of 400,000 tons, and exports are now going to be 
slightly lower than the 2,000,000 tons originally planned. 
In the circumstances it may prove possible to meet home 
demand without further imports this year. 


Last year about 220,000 tons were imported, most of 
it from Germany. Lord Morrison, parliamentary secre. 
tary to the Ministry of Works, told the Lords last month 
that cement could be imported from several countries without 
licence, but would be more expensive than home-produced 
cement. It is estimated that cement from Belgium (the source 
of much of this year’s imports) or Germany would sell, 
unsubsidised, in London at £6 10s. a ton compared with the 
home price of £3 10s. The federation has been buying the 
cement at about 85s. a ton f.o.b.—giving a delivered cost in 
London of about £6; the remaining 10s. would represent 
merchant’s profit if the transaction were conducted through 
ordinary trade means. In fact, the federation handles the 
cement itself, resells it at the ruling British price, and pays 
the difference from funds of its own. 


Shorter Notes 


Exports in April declined by £34 million to £150 million, 
and even when allowance is made for the shorter working 
month owing to the Easter holidays they were still below 
the average for the first quarter, but £125 million above the 
figure for April, 1949 (which also included the Easter holi- 
days). Imports during the month totalled £211 million and 
re-exports £6,000,000. Thus the excess of imports (valued 
c.i.f.) over exports (valued f.o.b.) amounted to £55 million. 
making the total for the first four months of the year £125 
million, against £107 million in the same period of 1949. 
Exports to Canada, adjusted for the shorter working month, 
continued to improve and were 13 per cent higher than in 
March. Shipments to the United States, however, fell 
sharply and were the lowest since last October. 


x 


The British European Airways Corporation is shortly 
expected to sign its long-delayed contract with Vickers- 
Armstrongs for a number of Viscount aircraft. The corpora- 
tion’s chairman, Lord Douglas, said in the United States that 
25 of the aircraft will be ordered, but it is not yet known if 
he meant that all these would be used by British European 
Airways, or whether some of them were intended for the 
associated corporations which include Aer Lingus and 
Alitalia. The prototype of the Viscount 700 (the form i 
which the Viscount will go into production) will make 1t 
first flight this summer, but the first deliveries to the corpora- 
tion will not take place until next year. It was originally 
intended that the Ministry of Supply would plac 
a single order with Vickers for aircraft for BEAC and 
for the British West Indies branch of BOAC. British 
European Airways have since decided to place their own ordet 


independently. The order for BOAC has still to be negotiated 


and signed. 
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ABRIDGED PARTICULARS 


PHILIP HILL & PARTNERS LIMITED 


announce an issue by 


STILFONTEIN GOLD MINING 


COMPANY LIMITED 
(Authorised Capital {3,500,000 of which {2,750,000 is issued and fully paid) 


of 


£2,000,000 5S} per Cent. CONVERTIBLE UNSECURED 


LOAN STOCK 1954/60 AT PAR 


THE SUBSCRIPTION LIST WILL OPEN. AND CLOSE ON TUESDAY, 16th MAY, 1950. 


(1) 


(2) 


(3) 


The Prospectus shows (inter alia): 


The Company was incorporated in the Union of South Africa on the 23rd April, 1949, for the purpose of carrying on the 


business of mining for gold. Mineral Rights have been acquired in the district of Klerksdorp, Western Transvaal, and 
borehole results have shown the existence of precious metals in payable quantities. 


Two Shafts are being sunk and at the 31st March, 1950, had reached a depth of 608ft. and 95ft. respectively. At the 
present rate of sinking, it is anticipated that the former Shaft will cut the reef towards the end of this year and that it 
will be possible to start reef development by the middle of 1951. 


In the opinion of the Directors, subject to unforeseen delays, production at the initial milling rate of 40,000 tons per month 
should be reached before the end of 1952. 


The Stock to be offered will be convertible at the option of the holder to the extent of half of its nominal value into fully 
paid Ordinary Shares of 5s. each of the Company, as follows : 


(a) between 31st October, 1950, and 31st December, 1951, every complete £100 nominal amount of Stock will confer the 
right to convert £25 thereof into 16 Ordinary Shares ; 


(b) between Ist January, 1952, and 30th June, 1954, every complete £100 nominal amount of Stock or (where the conversion 
right under (a) above has been exercised as recorded on the certificate relating to such Stock) every complete £75 nominal 
amount of Stock will confer the right to convert 425 thereof into 11 Ordinary Shares. 


Copies of the Prospectus, on the terms of which alone applications will be considered, and forms of 


application are now obtainable from: 


BANKERS: 


COUTTS & CO., New Issue Department, 440, Strand, London, W.C.2, and 15, Lombard Street, London, 


E.C.3, or Branches (or from any office of NATIONAL PROVINCIAL BANK LIMITED). 


THE STANDARD BANK OF SOUTH AFRICA LIMITED, 63, London Wall, London, E.C.2, or Branches 


in the United Kingdom. 


BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS), Circus Place, London Wall, 


London, E.C.2, or Branches in the United Kingdom. 
BROKERS: 
CAZENOVE, AKROYDS AND GREENWOOD & CO., 
12, Tokenhouse Yard, London, E.C.2, and The Stock Exchange, London, E.C.2. 


JOSEPH SEBAG & CO., 
22, Old Broad Street, London, E.C.2, and The Stock Exchange, London, E.C.2. 


LONDON REGISTRARS AND SECRETARIES: 
55-56, Pall Mall, London, S.W.1, 


and from 


PHILIP HILL & PARTNERS LIMITED 


Kingsbury House, King Street, St. James’s, London, S.W.1, 
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COMPANY MEETINGS 


THE PRUDENTIAL ASSURANCE 


COMPANY, 


LIMITED 


ANNUAL GENERAL MEETING 
SATISFACTORY RESULTS 


FURTHER EXPANSION OF BUSINESS 


NATIONALISATION AND MUTUALISATION PROPOSALS CRITICISED 


SIR GEORGE LEWIS BARSTOW’S REVIEW 


The One hundred and first Annual General 
Meeting of the Prudential Assurance Com- 
pany, Limited, was held on May 11, 1950, 
at 142, Holborn Bars, London, E.C.1, Sir 
George Lewis Barstow, K.C.B., Chairman of 
the Company, presiding, in the ccurse of his 
remarks, the chairman said:— 

In the Ordinary branch the number of 
policies issued during the year was 131,000, 
assuring sums of £88,400,000. These figures 
include in respect of overseas business 38,000 
policies assuring £28,800,000. The total 
sums assured in force, including bonuses, 
exceeded £616,000,000. These sums assured, 
together with a large number of deferred 
annuities, produce a premium income of 
£30,800,000 per annum. Of this premium 
income £4,800,000 arises from group life 
and pension business. 


OVERSEAS LIFE BUSINESS 


The Company’s overseas life business 
continues to expand, and once again the 
volume of business written during the year 
is a record. Most of our overseas branches 
were established in the years 1927 to 1932. 
From the outset progress was good and by 
the end of 1938 the total overseas sums 
assured in force, including bonuses, amounted 
to £41,000,000. Development was retarded 
by the war, but recovery was rapid and by 
the end of 1949 the total overseas sums 
assured in force and bonuses had risen to 
£174,000,000—more than four times tne 1938 
figure. The annual premium income from 
tais business now exceeds £6,400,000. 


INDUSTRIAL BRANCH 


In the Industrial branch the number of 
policies issued during the year was 1,565,000, 
assuring sums of £75,500,000. The average 
sum assured per policy was thus nearly £50. 
The total sums assured in force, including 
bonuses, exceeded £906,000,000, producing a 
premium income of £40,000,000 per annum. 


GENERAL BRANCH 


The expansion of business to which I have 
referred in previous years was continued in 
1949. The General branch premium income 
was £7,200,000, compared with £6,500,000 
for 1948. In addition, a premium income of 
£1,100,000, was obtained by our American 
company. Thus our total premium income 
from fire, accident and marine business was 
£8,300,000, of which about £4,600,000 was 
derived from overseas sources, 


INVESTMENTS 


The year 1949 has proved a most difficult 
time for investors. During the year the fact 
was revealed that this country was experienc- 
ing such an increase in the drain on its gold 
and dollar reserves as to result in September 
last in the devaluation of sterling. Lack of 
confidence, both at home and overseas, in the 
country’s economic policy led to a general 
decline in the prices of Stock Exchange 
securities over the second half of the year. 
There can be little doubt that, had it not 
been for the stabilising influence of institu- 


tional investors in general and insurance 
companies in particular, the fall in prices, 
substantial as it was, would have been even 
greater. 

The sound investment of the funds of 
insurance companies is not only of vital 
importance to the policyholders but also, in 
view of the magnitude of these funds, has 
some influence on the financial structure of 
the country. It is not surprising, therefore, 
that the investment policy of insurance 
companies attracts attenton. I am pleased 
to see that most of the comment is favourable 
and it would appear that the adverse criticism 
is largely of political origin in an attempt to 
justify State interference with our business. 
The diversity of the views expressed by the 
critics is worth noting. One criticism made 
over the last few years is that insurance 
companies have failed to support the gilt- 
edged market to an extent commensurate with 
the growth in their funds; another criticism 
asserts that undue attention has been paid to 
government and other fixed interest securities 
and insufficient interest shown in equity 
capital or risk-taking finance for industrial 
enterprises; yet again the Prudential has 
been subjected to the criticism that the size 
of its equity portfolio, far from being too 
small, has given it vast and socially undesir- 
able powers of control over British industry. 


CRITICISMS ANSWERED 


I would like to comment briefly on these 
three forms of criticism. As regards the 
charge of failure to give adequate support 
to the gilt-edged market, it should not be 
overlooked that there has been very littl new 
money raised over the last few years by the 
issue of medium or long-term government 
securities ;- such issues as have been made 
have certainly received substantial support 
from us_ In its extreme form this criticism 
accuses insurance companies of unloading 
government securities on the market, thus 
embarrassing the government and under- 
mining overseas confidence in the United 
Kingdom. Anyone who has the responsibility 
of investing institutional funds will know only 
too well how important a factor is the financial 
stability of the country. It is ridiculous there- 
fore to suggest that insurance companies 
would undermine that stability against their 
own interests. I feel sure that insurance 
companies generally can refute this charge 
and so far as the Prudential is concerned 
there is no vestige of truth in it. During the 
year our holdings of British Government and 
British Government Guaranteed Securities 
have increased by over £12 million, and at no 
period during the year did we reduce our 
holdings. 

The second criticism, namely, that undue 
preference has been shown towards govern- 
ment and other fixed interest securities at the 
expense of a wider investment in ordinary 
shares, is contrary to the first. I must repeat 
what I have sai on previous occasions that 
we invest in the policyholders’ interest. 
Insurance companies necessarily give most 
careful scrutiny to equity investment, as 
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indeed they give to all thei 
nevertheless durmg 1949 cur h-idings 


t investments : 
ordinary shares increased by Sn 
The funds of insurance Ba oe »750,000, 
the most part, built up of the small sai. 
of the people. It is highly unlikely to-day ie 
private individuals would invest a large wn 
portion of their savings in equity shares . 
the case of the holders of industrial assy. : 
policies, this conclusion is, of course all the 
more probable. It seems clear, therefore ‘% ' 
the investment of policyholders’ savings te 
insurance companies directs more finance aaa 
equities than would be subscribed by me 
individuals themselves Even more importan, 
is the fact that the total of personal savings 
would be all the smaller in the absenc a 
life assurance, which is known to be the on 
form of regular saving for two out of thre 
holders of industrial assurance policies, 7 

The third criticism to which I have referred 
is levelled particularly at the Prudential, and 
in this case accuses us of having an eq 
portfolio of such magnitude as to give us 
undesirable powers of contro! over British 
industry. The truth is that it is our deliberate 
policy to avoid control of the companies ia 
which we invest our funds and to abstain 
from taking part in the conduct of their 
business. We hold a majority of voting 
shares in only two companies operating in 
Great Britain. One of these is a finance 
company and the other is our own nominee 
company which exists for the purpose of 
holding securities on behalf of our staf 
pension fund and in connection with our 
trustee business. The charge that we exercise 
powers of control in British industry is thus 
totally unjustified. Furthermore, as it is not 
our practice to conceal our interests by holding 
stocks and shares in nominee names, the extent 
and nature of our interests in any company 
can be ascertained. 


uity 


PROBLEM OF INVESTMENT OF FUNDS 


Insurance companies are faced with the 
problem of the investment of growing funds 
and it is inherent in their business that they 
should be continually seeking remunerative 
investments consistent with a reasonable 
standard of security. Our aim is to maintain 
a proper balance between the different types 
of securities which we hold in our portfolio, 
but as the major part of the field for invest- 
ment which is open to us lies in new capital 
issues, it follows that this policy must in some 
measure be tempered by the nature and extent 
of the demand for new capital which occurs 
from time to time. During the year 1949 we 
have been fortunate in obtaining a satisfactcry 
spread of investments. Apart from the {12 
million of British Government and Briush 
Government guaranteed securities and the 
£6,750,000 of ordinary shares to which ! 
have already teferred, we have invested 
£8.000,000 in properties, £8,500,000 i 
debentures and £5,500,000 in preference 
shares. 

Insurance companies take a long view and 
are not unduly concerned with temporty 
fluctuations in market prices. It is necessary, 
however, at the end of each year to compat 
the market values of the assets with their boox 
values, I am pleased to be able to tell you 
that, despite the fall in Stock Exchange prices, 
there was a surplus in each Branch 2 
December 31st last. Nevertheless, havin3 
regard to the substantial fall in market values 
during the year, and to the uncertainty of the 
course of Stock Exchange prices in 1950, your 
Directors have deemed it advisable to increase 
the margins by making transfers from the 
Branch Contingency Funds to write down 
certain investments, chiefly British Govern- 
ment securities. . 

The geographical analysis of our assets 8 
as follows :— 


Per cent 
United Kingdom ..............:.++++ + 
Dominion and Colonial .......----- . 
Foreign -.....csscesseseseesseseseseereees 
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In respect of Stock Exchange securities only, 
the distribution between the various classes 


si 


Per cent 
Government and municipal ...... 66°7 
Debentures and bonds..............+. 11-2 


Guaranteed and preference stocks 9:5 
Ordinary StOCKS......scereerereeeereees 


LIMITATION OF DIVIDENDS 


You may remember that last year I under- 
tock that the Directors would reconsider the 
policy of limitation of dividends after the 
Labour Party’s Whitsun Conference. As 
things have turned out and because of the 
continued alarms to whicn our business has 
heen subject, the Directors have had this 
problem constantly before them throughout 
the year. 

Limitation of dividends has been linked 
with restraint of wage-increases as a joint 
nolicy—agreed by all political parties—in the 
struygle against imflation. Since inflation 
undermines the foundation of all forms of 
thrift, its avoidance is of such fundamental 
concern to the business of life assurance that 
ihere is a strong claim upon any assurance 
company, and particularly on the Prudential 
as the largest, not to disregard this policy. 
If we did so we might well be charged with a 
large measure of responsibility for any collapse 
f the whole policy of restramt of personal 
ncomes. We ought not to put such a weapon 
into the hands of our critics. After full 
consideration, therefore, we have decided that 
it would not be in the shareholders’ best 
interests to pay an increased dividend at the 
present time, 


NATIONALISATION AND MUTUALISATION 


When I last addressed you, the Labour 
Party's proposal to nationalise the industrial 
assurance offices had been published in readi- 
ness for submission to the Parry Conference 
at Whitsuatide. 

The growth of the opposition both by 
policyholders and by staffs of the threatened 
offices became evident in the latter part of 
1949 and the effect of this was seen in 
November, when a further statement was 
issued announcing that the original proposal 
would be “implemented on the basis of 
mutual ownership.” 


It was not, however, until towards the 
end of January of this year that a more 
detailed statement of the new proposal was 
published in a booklet entitled ““ The Future 
of Industrial Assurance.” From this it was 
clear that, as we had supposed, the new 
proposal was merely a new method of ap- 
proach to the original objective of State 
control and that the change of method was 
actuated solely by the desire to placate policy- 
holders and staffs. 

That is a brief history of recent events. I 
think it desirable now to devote a few minutes 
to an examination of the booklet ‘“ The 
Future of Industrial Assurance.” It deals 
mainly with the past, starting at 1864. It 
Tepeats out-of-date criticisms and either be- 
ltles or ignores the developments and great 
‘Mprovements in the business during the past 
few decades. It recognises the need for 
contunuing the collecting system, yet repre- 
sents as evils certain features of the business 
which are not only inherent in that system, 
but which the Labour Party themselves say 
they intend to perpetuate. 


The actual proposals for the future contain 
an assortment of hopes and intentions which 
m important respects are inconsistent. Behind 
the specious facade of a plan for mutual 
Ownership there lurk all the essential features 
of a nationalised industry. An Industrial 
Assurance Board, with wide > would 


powers 
be set up. The shareholders would be bought 
cut, though how and on what terms is not 
stated, and ownership of the offices would be 
_vested in the policyholders.” At the same 
ume the State Board would ensure that the 


Boards of the individual offices were “ effec- 
tively manned ” and would “ co-operate with 
all the individual offices in drawing up plans 
for re-organisation.” These plans, it is said, 
would, where suitable, include schemes for 
amalgamating individual offices. Nowhere is 
there any indication that the policyholders, 
purporting to be the new owners, would or 
could have any power of appointment or 
control over the “effectively manned” 
Boards of the individual offices or that they 
could in any way influence the decisions of 
the State Board. 


The opposition to the original suggestion 
of State control of the investments of the 
policyholders’ funds was such that any in- 
tention of “ special control” has now been 
disclaimed. ‘The offices, we are told, would 
be responsible for investing the assurance 
funds in such a way as to ensure the best 
possible return to the policyholders. This, of 
course, is net a new principle—it is one which 
has long been followed by British insurance 
offices, with very considerable success. De- 
spite the reiteration of this principle, the wide 
powers proposed for the State-appointed 
directorate of the industry leave little room 
for doubt that investment policy would, in 
effect, be controlled by the State Board. 
And this belief surely is confirmed by the 
promise that the “ State shall guarantee and 
accept complete responsibility for all existing 
policies,” for it is inconceivable that the State 
would guarantee the liabilities of the offices 
without controlling the funds accumulating 
to meet those liabilities. 


It is impossible to study the proposals 
without being forced to the conclusion that 
the tendency would be towards a single 
monopoly organisation, achieved partly by a 
process of forced amalgamation of offices and 
partly by the centralised control of the 
politically-appointed State Board. In any 
case I believe that the industry would be 
saddled with a costly bureaucratic control. 
And if, as I also believe, delays, frustrations 
and lack of enterprise led to the gradual decay 
of the business, the superimposed burdens of 
control would become progressively heavier 
as the premium income diminished. 


When we consider also the certain ill-effects 
of nationalisation on so valuable and stable a 
source of small savings and the repercussions 
on British insurance overseas, it seems almost 
incredible that a proposal should have been 
made which holds the possibility of so little 
advantage and the certainty of so much harm. 


The comments I have just made contain 
the outline of our case against interference. 
A more complete answer is contained in a 
booklet prepared by the Industrial Life Offices, 
giving a reasoned reply to the Labour Party’s 
proposals. We intend to circulate copies of 
this booklet to shareholders, together with 
copies of this speech. : 

The feeling among the majority of policy- 
holders is known to be against nationalisation 
of insurance. Moreover, it is a significant 
fact that our policyholders neither expressed 
any desire for change before the proposals 
were made nor greeted their advent with any 
sign of welcome. 


As matters stand at present, the threat to 
our business may have receded but it has not 
disappeared. It is therefore incumbent upon 
us to remain alert and in readiness to defend 
the interests of policyholders, shareholders 
and staff should the necessity again arise. 


I am sure that I am voicing the views of all 
of them when I express the hope that the 
company may be left alone to develop on the 
lines which for so long have been pursued to 
the advantage of all concerned. 

The figures before you to-day in themselves 
exemplify the firm confidence of the general 

ublic, both at home and abroad, in the 
Prudential and in the men and women who 
maintain its high reputation for service and 
efficiency. 

The report and accounts were adopted. 
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ALLIANCE ASSURANCE 
COMPANY, LIMITED 


FURTHER EXPANSION 


The annual general court of the Alliance 
Assurance Company, Limited, will be held 
in London on May 3lst. 

The following is an extract from the cir- 
culated review by the chairman, Mr. 
Anthony G. de Rothschild, 

Life Department.—The net new business 
completed during the year amounted to 
£6,097,458, compared with £5,272,055 in 
1948. ‘The purchase money for immediate 
annuities fell from £76,756 in 1948 to 
£47,419, but contracts for deferred annuities, 
many of which are granted in respect of 
pension schemes, again showed an increase 
at £91,281 compared with £85,265 in the 
previous year. 

At the end of the year the Alliance life and 
annuity funds amounted to £25,358,860, an 
increase of £437,281 during the year. 

Five Department—The net premiums, 
amounting to £4,451,692, showed an increase 
of £382,932 over those of 1948. There was 
an increase of £90,233 in claims, which, with 
contributions to fire brigades, amounted to 
£1,532,892. 

The surplus for the year, after increasing 
the provision for unexpired risks, amounts to 
£829,999 (compared with £599,807 in 1948), 
which has been carried to profit and loss. 

In considering these figures and those of 
the accident department, it should be borne 
in mind that the company does not transact 
fire or casualty business in the United States 
of America, and consequently although our 
business outside this country continues to 
expand satisfactorily, the devaluation of the 
pound has not had any marked effect on the 
figures for the year. 

Accident Department.—The net premiums 
amounted to £3,609,360 and show an in- 
crease of £176,886 over the figures for 1948. 
The result, after providing for unexpired 
risks, was a surplus of £381,449, which com- 
pares with £335,767 in the previous year, 
and this has been transferred to the profit 
and loss account. 

Marine ‘Department.—The net premiums 
amounted to £1,863,112, which is an increase 
of £181,914 over the premiums for 1948. 
The underwriting account ‘or 1947 has now 
been closed with a balance of £201,885 which 
is £37,002 lower than that for the 1946 
account. After utilising £146,741 to main- 
tain the reserve for previous years at 
£425,000, an amount of £55,144 remains and 
this has been transferred to profit and loss. 

Trustee Department.—The work of this 
department continues to expand and the fees 
for the past year, at £15,905, show an 
increase of just over £1,0uU. 

Investment Department.—The year was a 
most difficult one for investors and in the 
circumstances it is pleasing to be able to 
report that there still remains a satisfactory 
favourable balance between the book and 
market values of our securities, after pro- 
viding for the depreciation in market prices 
which took place particularly during the 
second half of the year. 

Profit and Loss Account—The following 
appropriations have been made: £25,000 to 
the Widows’ and Orphans’ Fund ; £100,000 
to the Staff Pension Funds, of which £25,000 
relates to the Staff Pension Fund of a sub- 

sidiary company; £50,000 to the general 
reserve in the accounts of a subsidiary com- 
pany; £300,000 to the additional reserve 
(fire account). 

The directors have decided to maintain the 
dividend at the same rate as that declared for 
last year, that is to say, 20s. per share, less 
income tax. An interim dividend of 10s. per 
share, less income tax, was paid in January 
last and the balance will be payable in July 
next. Provision for this dividend has been 
made in the profit and loss account. 
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LEGAL AND GENERAL ASSURANCE 
SOCIETY 


TOTAL FUNDS NOW £123,117,760 


HON. W. B. L. BARRINGTON’S SURVEY 


The 113th annual general meeting of the 
Legal and General Assurance Society was 
held, on May 10th, in London. 


The Hon. W. B. L. Barrington, the chair- 
raan, in the course of his address, said: — 


LIFE ASSURANCE AND ANNUITY FUND 


The new life business of the society con- 
stituted yet another record. Excluding 
increases in the sums assured of existing 
group pension schemes, the net new business 
amounted to £33,951,964, an increase of 
£6,869,140. Including the additional group 
sums assured, the total net new business 
transacted was £44,500,820. In addition, 
deferred annuity contracts providing for the 
payment of £2,492,870 per annum, were 
issued. 


Figures of this magnitude are in them- 
selves eloquent testimony to the part which 
life assurance plays in the life of the com- 
munity. They emphasise the fact that an 
ever-increasing number of people are availing 
themselves of the opportunity to undertake 
systematic saving by means of a life assur- 
ance policy. It is heartening to observe from 
our records that an ever-increasing number 
of young married men in particular are under- 
taking life assurance for the protection of 
their families. It had been thought that the 
contribution payable by everyone to secure 
the benefits of the National Insurance 
Scheme might have affected adversely the 
new business of life offices, but so far this 
has not proved to be the case. 


We feel some degree of pride that this 
society has for 114 years served the public 
by providing the opportunity to individuals 
to protect themselves and their families. 
Steadily and constantly throughout the years 
have the benefits been improved and more 
varied contracts been made available. 

The threat to nationalise a part of the 
insurance industry still exists. The result of 
the recent election has for the time being at 
any rate made it unlikely that the proposals 
can be implemented, but the danger has not 
been removed. I emphasise again that we 
do not desire to enter into the party political 
arena. Qur policyholders include people of 
all parties, but we consider it to be our duty 
to say to the public that in our opinion the 
best interests of insured persons will not be 
served by Government interference with a 
business which has done so much to pre- 
serve the financial stability of the country. 


The fact that insurance funds are large is 
not in itself a reason why the administration 
of insurance companies should be suspect. It 
cannot be repeated too often that the large 
funds controlled by insurance companies are 
administered as a trust on behalf of the 
policyholders. In our own case our life assur- 
ance and capital redemption funds amount to 
nearly £120,000,000, or 94 per cent. of our 
total assets. 


Mortality Experience—The death claims 
for 1949 were less than the amount expected 
under the mortality tables used. 


Rate of Interest.—The net rate of interest 
earned by the life assurance fund, excluding 
the amount invested in purchased reversions, 
was £3 lls. 9d. per cent. compared with 
£3 lls. 6d. per cent. for 1948. The 
maintenance of an adequate rate is of the 
greatest importance, since it not only safe- 
guards the interests of the policyholders but 
it is also one of the chief sources of profit. 


Expenses of Management.—The ratio of 
commission and expenses of management to 
the premium income for 1949 was 9.47 per 
cent., a reduction of .62 per cent. This 
is a satisfactory figure, especially as it takes 
into account the cost of operating our large 
annuity business without bring’ng in the 
annuity considerations received. 


Fire Insurance Account.—The net pre- 
miums amounted to £1,595,065. Claims 
paid and outstanding and contributions to 
fire brigades absorbed 43.02 per cent. of the 
premium income, commission and expenses 
of management, including ovefseas taxes, 
45.73 per cent. After making provision for 
unexpired liabilities there was an under- 
writing surplus of £172,330. To this is 
added the interest on the fund amounting to 
£35,359, bringing the gross surplus to 
£207,689. United Kingdom taxation re- 
quired £53,735, leaving £153,954 as the net 
profit, From this £39,123 has been appro- 
priated for the staff pension fund and the 
balance of £114,831 added to the additional 
reserve, which amounts to £363,305. 


Accident Insurance Account.—The total 
net premiums amounted to £810,573. The 
ratio of claims paid, together with provision 
for those outstanding, was 42 per cent. of 
the premium income. The cost of commis- 
sion and expenses of management, including 
overseas taxes, was 42.54 per cent. The 
underwriting surplus, after providing for 
unexpired liabilities, was £94,604. Interest 
added amounting to £20,155. brought the 
surplus up to £114,759, which, after pro- 
viding £31,892 for United Kingdom taxa- 
tion, resulted in a net profit of £82,867. Of 
this, £31,253 was required for the staff pen- 
sion fund, and the balance of £51,614 was 
added to the additional reserve, which 
amounts to £157,421. 

Marine Account.—Premiums received in 
the past year amounted to £188,904. Claims 
paid for the 1949 account were £46,631 and 
expenses of management £5,108. The whole 
of the balance of £137,165 is retained in the 
fund. 

Funds and Premium Income.—The total 
funds of the society and its subsidiaries, 
excluding the Gresham Life Assurance 
Society, increased by £13,342,385 to 
£123,117,760. The total premium income 
from all classes of business increased by 
£2,616,909 to £18,488,640. 

Assets.—The assets of the society in- 
creased by £14,041,434 to £127,300,885. 

In the case of the Stock Exchange securi- 
ties which now total £77,097,617, fresh in- 


vestments were made to the extent of 
£3,700,000. 
Valuation of Investments—Our usual 


valuation of securities as at December 31, 
1949, has been made, and the value of the 
Stock Exchange and other investments was 
still in excess of the figures at which they 
appear in the balance sheet without recourse 
to the reserve funds. 

Great Expansion of the Business.—There is 
every reason to be gratified with the opera- 
tions of the society. The great expansion 
of its business has increased the assets from 
£50,000,000 in 1939 to £127,000,000 in 1949 

We think it is right, as an institution with 
world-wide connections, to continue the 
policy of progress and expansion wherever 
possible. Our policy is not to acquire addi- 
tional premium income merely because of a 
desire for size: we underwrite cautjously 
and accept only the best class of business. 

The report and accounts were adopted. 
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CALEDONIAN INSURANCE 
COMPANY 


TOTAL PREMIUM EXCEEDS £5,000,090 


The one hundred and forty-fifr 
general meeting of this company nag 
on ey re in Edinb ’ : 
_ The chairman, Mr J. F. Carnegie 
in moving the adoption of the ps nA, 
In 1949 the net new life assurances issued 
amounted to £2,280,038, which compares 
with £2,374,826 written in 1948, Aj 
a small decrease is recorded. we consider the 
result for 1949 satisfactory. 

Deferred annuities for £70,768 per annum 
were issued, as compared with £37,90] fo; 
1948, the increase being due to pension 
—— Rayan 

ur life premium income was £820,867 
as compared with £792,078 in 104g at 
net interest income at £301,601 shows an 
increase of £6,381, as compared with the 
figure for the previous year. There was , 
small decrease in the net yield on the life 
assurance and annuity fund from £3 3s. ld. 
per cent. to £3 2s. 10d. per cent. 

Death claims for 1949 amounted to 
£275,016, as — with £216,063 for the 
previous year. e figure, though higher 
than in recent years, is commensurate with 
our business. 

Surrenders at £69,457 show an increase of 
£6,320 over the figure for 1948. 

The life assurance and annuity fund has 
increased during the year by {213,767 to 
£9,853,395. 


FIRE DEPARTMENT 


The premium income for 1949 was 
£2,039,115, being the highest figure in the 
history of the company. 

The improved experience in the United 
States reported last year continued, and I 
am in the happy position of being able to 
state that a satisfactory year’s trading was 
experienced by the company in that country. 

Our fire underwriting in this country and 
in other parts of the world was also satis- 
factory, and the profit of £200,991 for the 
department far exceeds any figure previously 
earned. This sum has been transferred 
the profit and loss account. 


ACCIDENT DEPARTMENT 


The premium income for the year at 
£1,838,434 is again a record for the 
department. 

The profit for the department as a whole 
is £74,874, and this sum has been transferred 
to the profit and loss account. 


MARINE DEPARTMENT 


The sum of £25,000 has been transferted 
from this account to the profit and loss 
account. The fund at £785,148 represents 
205.9 per cent. of the premium income, which 
is a very satisfactory figure. 


TOTAL PREMIUM INCOME 


The total premium income for all depar'- 
ments for 1949 was £5,079,737, and it 
most gratifying that the continued develop- 
ment of the business of the Company his 
brought our premium income above the 
£5,000,000 level. 


PROFIT AND LOSS AND APPROPRIATION 
ACCOUNTS 


The amount of interest, dividends and 
rents (less tax) not carried to other ge 
was £79,867, which more than covers ™ 
net cost of the shareholders’ dividend. 

The net profit for the year carried ne 
appropriation account was £180,361, aitet 


for taxation and for bad sn 
doubtful debts. a 
The report and accounts were adopt 
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NORWICH UNION 
INSURANCE SOCIETIES 


A SUCCESSFUL YEAR 






annual meetings of the Norwich 
eum Life Insurance Society and the 
Norwich Union Fire Insurance Society 
Limited, were held at Norwich on May 8th 
and 9th. 
“ole at the Life Society’s meeting, 
the president, Sir Robert Bignold, said that 
the year had again been one of steady pro- 
gress. The new business of more than £32 
million was some £3,000,000 in excess of the 
1948 figure, while the net rate of interest had 
increased from £3 14s. 10d. per cent. to 
{3 16s. Sd. per cent., and the mortality 
experience had been extremely favourable. 
The } per cent. increase in the overall 
expense ratio was largely due to the sharp 
rise in new business. 

In South Africa and New Zealand they 
were able to record increased new business 
figures, whilst in Canada progress had been 
most gratifying. In Eire the society con- 
tinued to maintain its outstanding position, 
whilst at home the results had again been 
eminently satisfactory. : 

At home once again their house purchase 
scheme had made a large contribution to 
their figures. They had advanced in 1949 
over £7,000,000 under this scheme with 
covering policies of equivalent amount, thus 
helping young married people and others to 
buy their own homes. He would also like to 
draw attention to the increasing number of 
pension schemes arranged by the society. 
During the past year they had issued pension 
policies (over and above the ordinary life 
contracts) providing pensions equivalent to 
a cash value of some £2,500,000 at retire- 

F ment. 


FIRE SOCIETY 


Sir Robert Bignold also presided at the 
Fire Society’s annual meeting, and said that 
the accounts were representative of the 
society’s best years. rom their excellent 
profit substance not only could they further 
strengthen their financial resources for the 
future, but confirmation was provided of the 
first-class security they afforded to their 
many friends who were found all over the 
world. 

At their last two annual meetings he had 
referred to the vital importance of the 
country’s great imsurance business being 
allowed to conduct its affairs with that same 
liberty of action which for centuries past had 
firmly established Britain as the largest and 
freest market in the world for insurance pro- 
tection. Speaking for this society, he was 
proud of the part it had played over the 
generations. 

The total premium income had advanced 
from £7,931,516 to £8,903,359, an increase 
of £971,843. In the Fire Department, pre- 
miums increased by £525,604 to £4,679.349, 
the loss ratio at 39.36 per cent. comparing 
with 53 per cent. in 1947 and 43 per cent. in 
1948. The department’s profit was £463,646, 
as against £192,238 in 1948. 

The Accident income had increased by 

: £349,795 to £3,575,162, the claims ratio 
; showing a very acceptable improvement at 
; 44.1 per cent. compared with 49.9 per cent. 
The profit for transfer of £413,048 compared 
with £246,857 in 1948. 

Marine Department premiums increased to 
£648,848 and £50,000 had been transferred, 
‘caving the fund at £1,185,175, or 182.6 per 
cent. of the premium income. 

Income and other home taxes absorbed 
£589,633, and net dividend £145,200. 
150,000 had been transferred to the pension 
und, £150,000 and £50,000 as additional 

Provision to the Fire and Accident accounts 

Torey, leaving a balance of £303,600. 

Total assets at £14,661,287 showed an 

increase of £3,540.524. 

€ reports and accounts were adopted. 


—- 
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ROYAL INSURANCE COMPANY, LIMITED 


104TH ANNUAL RERORT 
ALL PREVIOUS RECORDS SURPASSED 
COL. A. C. TOD’S SURVEY 


In a statement circulated with the 104th 
annual report and accounts of the Royal 
Insurance Company Limited, the chairman, 
Colonel A. C. Tod, C.B.E., T.D., D.L., made 
the following points :— 


A MEMORABLE YEAR 


1949 will stand in the records as a memor- 
able year for the “ Royal.” Premium income, 
new life business, and underwriting profits 
all surpassed previous records, and results 
were favourable in all territories and in all 
departments of our business. 

In a year which has seen political and 
financial crises abroad, and devaluation and 
political uncertainty at home, this result is a 
remarkable tribute to the stability and vigour 
of our business; with 70 per cent. of its 
premium income arising overseas, the 
“Royal” Group of Insurance Companies is 
a powerful and invaluable factor in aiding 
Britain’s recovery in these critical days. 

I am glad to thirtk that the talk of nationali- 
sation at home has receded. Companies like 
the “Royal” were not directly threatened, 
but I cannot say too plainly that Govern- 
ment interference, even confined to industrial 
life assurance, would have seriously shaken 
the confidence of our policyholders overseas, 
and done wanton damage to one of the 
nation’s largest and most reliable earners of 
foreigm currency. 


UNITED STATES OF AMERICA 


Our organisation in the United States made 
a handsome contribution to our profit in 
1949, fire, marine and casualty business all 
showing up well. Conditions there have 
admittedly improved, but that is not all: a 
considerable amount of skill and hard work 
have been devoted to underwriting, to 
improving the rate structure, and to sound 
development: and this, combined with 
attention to costs and imaginative building-up 
of our great organisation in the United 
States, has produced a markedly favourable 
turn in our fortunes. 

OTHER TERRITORIES OVERSEAS 


In Canada, in Australia and New Zealand, 
in South Africa and India—in fact, through- 
out the world—1949 provided a picture of 
vigorous expansion for the company, with 
gratifying results. 

FIRE DEPARTMENT 


Net Percentage 
Year Premiums Profit of Premiums 
£ £ % 
1949 16,235,608 1,846,931 11.38 
1948 15,020,708 1,412,947 9.41 


In the Fire Department, the 1949 premium 
income and profit reached new high records. 

Despite the increase last year in fire wastage 
in this country, involving over 70,000 out- 
breaks of fire and an estimated loss of more 
than £22,000,000, our home fire business has 
been particularly well maintained, and results 
have been excellent. Our centres in this 
country are to be congratulated on contri- 
buting their full share to this satisfactory 
outcome. 

ACCIDENT DEPARTMENT 


Net Percentage 
Year Premiums Profit of Premiums 
£ of 
1949 14,284,369 853,475 5.97 
1948 13,373,738 607,891 4.55 


The income of the accident department 
again touched record figures and under- 
writing results were favourable. ‘ 

No other class has developed so extensively 


as motor insurance, and it is a matter of 


satisfaction that, despite the difficulties en- 
countered in various parts of the world, we 
have been able to secure a modest profit on 
the business. 

Some improvement has been brought about 
in burglary insurance, due partly to the 
precautionary measures that property owners 
have been encouraged to take, and to the 
freer supply of certain commodities, 


LIFE DEPARTMENT 


New Sums New Claims Maturing 
Year Assured Annuities by death Endowment 
(per annum) Assurances 
£ 
2008 cus 8,294,264 206,269 883,375 1,260,745 
ROUE i is ccaus 8,143,890 133,274 815,812 1,166,624 


New life sums assured made a further 
advance on the record figures of the previous 
year. New annuities considerably increased 
mainly on account of the expansion of our 
deferred annuity business under staff pension 
schemes. 


LIFE BONUS—30s, PER CENT. PER ANNUM 


A quinquennial valuation of the life 
assurance and annuity business was made 
as at December 31, 1949. 

The reserves have been further 
strengthened by the adoption of a valuation 
rate of interest of 2 per cent. for assurance 
business, as compared with 2} per cent. five 
years ago. 

Out of the surplus disclosed by the valua- 
tion, a reversionary bonus of 30s. per cent. 
per annum is being declared on with-profits 
assurances for the five years ending on 
December 31st last, this being the same rate 
of bonus as that declared five years ago. 

At the last valuation, the amount of surplus 
carried forward unappropriated was 
£2,037,000. On this occasion, despite the 
strengthening of the reserves by over 
£700,000 (and after providing for the policy- 
holders’ bonus and for the stockholders’ pro- 
portion of life profits), the unappropriated 
carry forward has increased to 1 216,000. 

In accordance with the custom in British 
life assurance, the profits of our life business 
except for a very minor share, are applied 
for the benefit of the participating policy- 
holders. The stockholders’ share of life 
profits (£45,000 per annum for the next five 
years), represents only 4d. in the £ of the 
premiums received—a very modest return, 


MARINE DEPARTMENT 


Net Fund at 
Year Premiums See 31st 
1949 3,176,741 6,585,318 
1948 3,189,197 6,332,287 


Our 1948 marine underwriting account has 
been closed with a profit of £272,611. 

The premiums for 1949 show a slight 
decrease, largely attributable to the contrac- 
tion of hull and cargo business in America. 
The balance carried forward at the end of the 
year is substantially the same as a year ago, 
notwithstanding the loss of the “ Magdalena, 
which was the largest hull claim we have 
ever had to meet. 


FOREIGN EXCHANGE 


The changes that occurred last year over 
the structure of world exchange rates call for 
some reference to the rates used by us. 

As regards the United States and Canada 
in the accounts before you we have continued 
to convert these currencies at approximately 
$4.86=£1. As the assets held in these two 
countries greatly exceed the liabilities, the 
adoption of this rate gives us a conservative 
basis. The maintenance of this rate facilitates 
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comparison with previous years and avoids 
violent fluctuations in results. 

In dealing with our business in the general 
foreign field—apart from the United States 
and Canada—our normal practice has been 
again followed of converting currency figures 
at approximately current rates of exchange. 

Actual remittances, however, from _ all 
countries have been taken at the sterling 
values realised. In the case of interest from 
the United States and Canada, the profit on 
remittances which has previously been shown 
as “Profit on Foreign Exchange,” as a 
separate item, has been included in the 
accounts before you in the item “ Interest 
and Dividends.” 


PROFIT AND LOSS ACCOUNT 


The profits transferred from the under- 
writing accounts amount to £2,973,017, the 
largest underwriting profit the “ Royal” has 
ever recorded. : 

“The remaining items do not call for special 
reference with the exception of the transfer 
of £1,000,000 to supplement the additional 
reserve of the fire insurance fund. The 
premium income having greatly —— in 
recent years, it has been considered desirable 
to strengthen the reserves allocated to the 
fire account. 


DIVIDEND 


In November last, an interim dividend of 
3s, 9d. (less income tax) was declared, and the 
directors recommend 3s. 9d. for the final 
dividend, making 7s. 6d. per £1 stock for the 
year, the same as for 1948. 

As we consider it is in the interests of 
everyone, including our stockholders, to avoid 
further inflation, we have again responded to 
the Chancellor of the Exchequer’s appeal, and 
have not recommended a change in the 
dividend. It is not necessary for me to say 
that an increase would have been possible, 
and it is your directors’ hope to be able to 
secoennan an imcrease as soon as conditions 
allow, 


NORTH BRITISH AND 
MERCANTILE INSURANCE 
COMPANY LIMITED 


FREEZING OF WAGES AND DIVIDENDS 


The 140th annual general meeting of the 
North British and Mercantile Insurance 
Company Limited was held on May 11th 
at the North British Station Hotel, Edin- 
burgh. The Rt. Hon. Lord Brand, C.M.G., 
D.C.L., (chairman of the General Court of 
Directors) presided. 

The chairman said :— 

I should like to take this opportunity of 
this general meeting of shareholders to add 
a few words to the statement I have already 
circulated. The figures for the year 1949 
are, of course, enhanced by the devaluation 
of sterling. I would like to make it clear, 
however, that even apart from the influence 
of that fundamental change, the year has been 
a highly satisfactory one, and, had there 
been no devaluation, our profits figure would 
still have shown a considerable advance over 
that of 1948. 

Had circumstances been normal, the 
General Court of Directors would have taken 
into serious consideration the question of in- 
creasing the dividend because of the general 
growth of the ompany’s business and not 
for any reason connected with the results 
of devaluation. In deference however to the 
strong wishes expressed by the Chancellor 
of the Exchequer, the directors decided not to 
consider this question now, since they desired 
to do nothing which might be thought to 
weaken in any way the defences of the com- 
munity against further inflation. 

Neve it is obvious that the freezing 
of wages, salaries and dividends is not a 
policy, but at best a highly unsatisfactory and 


tem expedient. It is not enough to 
create the conditions which lead to in- 


flationary pressure and then sit on the lid. 
The only proper policy is to remove the 
underlying causes. 


THE ULTIMATE RISK-TAKER 2 

The case of dividends moreover is quite 
different from that of wages and salaries. The 
ordinary shareholder is the ultimate risk- 
taker. He receives good dividends in good 
times, lesser or, it may be, no dividends in 
bad times. He is the residual beneficiary or 
sufferer. No one will move a finger to help 
him, if he loses. Neither this nor any other 
Government will or ae tee a 
any degree against Ss. e cannot - 
plain. He has knowingly taken the risk. It 
is his function, in fact, in the whole economy 
to bear the first loss. That being so, 
he is entitled, when the company which 
he owns prospers, to receive what is 
reasonably his due. This is not only 
just to him; it is certainly desirable 
in the interests of the community. The dis- 
tribution of profits sufficient to encourage 
adequate personal savings and through them 
the provision of adequate risk capital suffi- 
cient to keep our industry abreast of that 
of our competitors is of the first importance. 
It is the base on which our whole economy 
stands and which alone made possible our 
industrial development. : 

The National Income White Paper, just 
published, shows that in the year 1949, and 
notwithstanding the wage freeze, wages rose 
by £230 million and salaries by £110 million. 
On the other hand gross dividends and 
interest paid by all companies fell by 
£5,000,000, from £715 million to £710 mil- 
lion. Interest, of course, is in quite a dif- 
ferent category from dividends, and it is 
unfortunate that these two classes of remu- 
neration cannot be distinguished one from 
the other. In an article in The Times in 
February I estimated that debenture interest 
together with co-operative dividends 
amounted to £100 million. If this figure is 
accepted it follows that total company divi- 
dends, including preference dividends, 
received by all shareholders in the country 
amounted, say, to £610 million while wages 
and salaries together increased by £340 mil- 
lion. It seems, therefore, that the freeze as 
applied to wage and salary earnings has not 
been as biting as the freeze applied to share- 
holders. 

The dividend receivers got roughly £600 
million gross in 1949, and with freedom for 
dividends to rise as well as fall—nobody pro- 
poses to stop them falling—they would in a 
good year get somewhat more. But the in- 
crease would be negligible in relation to the 
total remuneration of the salaried and wage- 
earning classes amounting in 1949 to £6,530 
million. 

MISGUIDED IDEAS 

I realise that, owing to misguided ideas 
inherited from the past, every man’s hand is 
against the receiver of profits, though, in fact, 
the provision of risk-capital is, so to speak, 
the first social service on which all the rest 
depends. But, if we are to prosper, we must 
somehow eradicate these false notions. With 
the disappearance of large fortunes, those 
with moderate and small incomes must step 
into the breach to take the risk. They will 
certainly not do so if to do so is regarded 
somehow as an anti-social act which must 
not go unpunished. 

_It is essential risk-takers shall take the 
risk and look to no-one to help them. But 
the corollary of this is that they shall also 
reap their reward. You cannot mark both 
sides of their medal with the words “ Heads 
I win, tails you lose.” If that were to be SO, 
not only would new risk-savings be inade- 
quate, but existing capital would take every 
Opportunity to seek a more rewarding and 
generous climate in other parts of the sterling 
area 

I would, however, remind our shareholders 
that, with all other classes of the community, 
they are vitally interested in the avoidance 
of inflation. It is their duty and their interest 


THE ECONOMIST, May 13, 1959 


to play their part, but they should 
called sacrifices yn| 


Rot be 
C35 the 
the steps 


Government for their part take all 7 
ary policy 


needed to render an anti-inflati 
. = sf nflation 
Finally, 1 must repeat that the dj 
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conditions. see 





“*SOFINA” 


The annual shareholders’ : 
Société Financiére de eateports oat 

. ° Ntre. 
prises Industrielles (Sofina) was held o 
April 27th in Brussels, Vicomte Van 
Vyvere, chairman of the board presidi 

The following statements are ¢ = 
from the directors’ report: — 

Since our last general meeting, the worl 
economy has improved in some respects and 
deteriorated in others... . Despite Americy’ 
free gifts and loans, and despite the = 
that many governments sincerely desire Co 
operation, the world economy can hardly 
be said to be reviving. However, the revers! 
in public opinion marked in several parts of 
the world during the past few months, my 
be regarded as foreshadowing a more sy. 
cessful search for effective remedial measures 

essay, which, in accordance with ow 
custom, is appended to this report, sets out 
how national planning is itself a cause of the 
very disorder it attempts to set right, Pro. 
ceeding by gradual steps, from the supe. 
vision Of business undertakings to th 
management of them, “planning” lead 
inevitably to a totalitarian regime. In pw- 
ticular it calls for monetary policy operated 
without regard for the interests of othe 
nations, so that “ planning” is inconsistent, 
if only for this reason, with true internation 
economic co-operation. .. . 

Our y is among those which have 
been especially affected by the “ freezing” 
of a large proportion of revenue earned 
abroad. At the same time, the operating 
companies of our group are in urgent need 
of fresh capital so as to be able to meet the 
growing demand for electrical energy in 
many parts of the world. 

Each y resorts, as far as possible, 
to the capital market of the country in which 
it operates, but where money is scarce and 
nothing ‘save inflation could augment th 
supply, the domestic means of productos 
cannot be developed without the aid of 
foreign funds. Our company, among muaoy 
others, is prepared to follow the lead of the 
International Bank as soon as favourae 
conditions are restored, and wherever they 
are established it will be happy to contndut: 
its financial as well as its technical o 
operation. ... s 

The value of our investments in the United 
States has substantially increased, and i 
France we have been able to employ ta 
porarily, or to invest, part of the compens 
tion money received in payment for ou 
former interests in companies that have beet 
nationalised. We are studying new projects 
and we have been inva, with a 
groups specialising in ¢ tricity underta! 
to a pate in electrification schemes 
Belgian Congo and Ruanda-Urundi. A shot 
account of the work of our technical service 
during 1949 prefaces in this report the us 
particulars concerning the principal com 
panies in which our company has an interest. 

In his address, Mr Dannie N. Heinems, 
chairman of the Standing Committee, dre# 
attention to the implications of resides 
Truman’s “Point Four.” In this, he % 
the American Government was siving } 
highly significant lead, but its objectt® 
could not be attained unless the governments, 
technicians and businessmen of other nations 
wholeheartedly co-operated. 
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Jn the company’s balance sheet as at 
December 31, 1949, RK in public 
funds and participations ” (B.fr.1,929,107,000) 
se B.fr.88,034,000 less than in the preced 
-sjance sheet, mainly as a result of amortisa- 
~ons. A substantial increment in the value 
“ the certificates delivered by the French 
“Caisse Autonome” in compensation for 
spares formerly held in French electricity 
companies now nationalised, has been applied 
to amortisations, 

The recent modifications of the exchange 
rates of various currencies has led to a 
readjustment of book-values. The increase 
‘a the book-values of U.S. dollar securities 
and cash more than covered the depreciation 
of holdings in other currencies, : 

Cash resources (including American 
Government Bonds) amounted to 
B fr.538,596,825.28, whereas claims against 
associated companies and others exceeded 
liabilities to third parties by 
B fy.166,551,164.27. Cash resources and net 
claims, at B.fr.705,147,989.55, thus exceeded 
the corresponding total in the preceding 
balance sheet by B.fr.15¥,442,103.98. 

The market value of quoted securities, on 
the basis of current quotations, was in the 
aggregate B.fr.465,035,720 higher than their 
book value, and unquoted securities were 
carried on the books for B.fr.83,100,000 less 
than their estimated value. 

After applying to amortisations or carrying 
to the reserve fund the profits derived from 
sales of securities (B.fr.28,742,816.71) and 
earnings which could not be cashed in 
Belgian francs (B.fr.64,858,458.37) the net 
profit available for distribution amounted 
10 B.fr.61,177,389.30 as against 
B.{r.76,592,559.13 for the preceding year. 
A dividend of B.fr.70—net per ordinary 
share (as against B.fr.80—for 1948) has been 


declared. 


Translations of the report and of the essay 
ebove referred to (“ Economic Programmes 
versus Planning ”) and of Mr D. N. Heine- 
man’s address are obtainable on application 
to Electric and Railway Finance Corporation, 
Limited, Claridge House, 32, Davies Street, 
London, W.1. 





MANGANESE BRONZE AND 
BRASS COMPANY, LIMITED 


A SATISFACTORY REPORT 


= MR J. C. COLQUHOUN’S STATEMENT 


The fifty-first ordinary annual general 


meeting of the Manganese Bronze and Brass 
Company, Limited, was held on May 11th 
at 63, Grosvenor Street, London, W., Mr 
!. C. Colquhoun, M.B.E. (chairman and 
managing director), presiding. 

_ The following is the statement by the 
chairman which had been circulated with 
‘ae Teport and accounts and was taken as 


i¢a i. 


I am again pleased to be able to submit 
10 you a satisfactory report and statement of 
accounts for the year ended December 31, 
1949. As predicted in my statement a year 
4g0, the volume of business fell short of 
the peak level reached in 1948, but as it 
tumed out the falling off was not severe 
and indeed towards the end of the year 
‘ere was a slight recovery. In the result 
the balance of profit, before providing for 
‘axation and dividends, and after providing 
415.000 additional depreciation, — was 
£199,886, compared with £228,830 for 1948. 


ALLOCATION OF PROFIT 


Your directors recommend . that a final 
dividend of 20 per cent. be paid on the 
ordinary shares, making 30 per cent. for the 
year, which is the same as for the previous 
year. If approved, this will mean that of 





£199,886 net profit, provision for taxation 
takes £110,589, the ordinary and preference 

cholders together receive a net amount 
of £27,066, and the balance of £62,231 
remains in the business. This last-mentioned 
amount will help to provide for a large part 
of the cost of replacements for which purpose 
the process of depreciation is entirely inade- 
quate as a result of inflation. The existing 
method of computing tax liability shows the 
serious defect that sums set aside out of 
profits in this way to provide for replace- 
ments have to bear income-tax and profits 
tax. 

In the balance-sheet you will see that 
stocks and debtors together amount. to 
£608,124, a reduction of £76,380 over the 
year, which largely explains the increase in 
cash. The total of stocks and debtors is, 
of course, affected by the prices of our main 
raw materials, copper and zinc, but in this 
case reflects fairly closely the reduced scale 
of working at the end of the year. The 
fact that debtors have increased while stocks 
have ‘decreased is due mostly to heavy 
deliveries from our works towards the end 
of the year, which, of course, would have 
this effect. 

You will notice that net current assets 
amounting to £427,350 show a slight increase 
of £1,235, and net fixed assets of £251,263 
show an increase of £46,074. Outstanding 
commitments at the end of the year in 
respect of capital expenditure amounted to 
£78,455, and this will complete the expendi- 
ture on the new “Ojilite” factory buildings 
to which I make further reference below. 

There are no other items in the accounts 
calling for special comment, but it may be 
as well to mention that the actual capital 
employed now amounts to £596,916 and 
that the issued ordinary share capital to 
which the rate of ordinary dividend is 
related is only approximately one quarter 
of this amount. 


MARINE PROPELLERS 


On the marine propeller side of your 
business customers have been making 
increasing use in recent years of our design 
service and in 1949 two-thirds of our total 
tonnage output of propellers was of our own 
“ Scimitar” design. Recent experience has 
shown that where “ Scimitar” design pro- 
pellers have been fitted as replacements the 
average improvement in efficiency has been 
over 10 per cent. To supplement the re- 
search side of this service we have made a 
happy arrangement with Durham University 
at Newcastle-upon-Tyne to share in the 
work which will be carried out in their newly 
completed cavitation tunnel which is the 
largest installation of its kind in the world, 
A new metallurgical laboratory is also near- 
ing completion at your Birkenhead works. 


AN INTERESTING DEVELOPMENT 


An interesting development in the manu- 
facture of propellers is the use of a nickel 
aluminium bronze to which we have applied 
the trade mark “Nikalium.” So far, we 
have made 25 propellers in this alloy which 
all appear to be very satisfactory, but we 
have not yet gone above a 3}-ton size. 
Though more expensive and more difficult 
to manufacture than manganese bronze, it 
it stronger. 

At your Ipswich works good progress has 
been made in general efficiency and on the 
research and metallurgical control sides. We 
continue here to concentrate on the special 
bronzes, in extruded and rolled products. 
The new factory buildings for the manu- 
facture of “ Oilite” self-ubricating bearings 
and other parts made from metal powders 
is nearing completion and production wiil be 
transferred to the new premises during the 
summer. Great attention has been given 
to the layout of the new factory based on 
our 18 years’ experience in this type of 
business so as to get maximum efficiency 
and the best working conditions. 
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THE OUTLOOK 


In regard to the outlook, I see no hope 
this year of returning to the 1948 level of 
business. I think we must be prepared 
for a downward trend in the shipbuilding 
and engineering industries on which your 
business is so dependent, but at the moment 
our order books are still very well filled. 
The general standing of the company today 
as regards equipment and facilities for pro- 
duction is better than it has ever been. 
In research and technical efficiency we can 
fairly claim to be progressive, and you can 
have confidence in the team spirit and good 
feeling which pervades your works. I am 
sure you would wish me to convey to all 
employees our thanks for their co-operation 
in a good year’s work. 

The report and accounts were unani- 
mously adopted and the dividends as recom- 
mended were approved. 

The retiring directors, Lt.-Col. S. J. M. 
Auld, O.B.E., M.C.; D.Sc., and Mr. J. C. 
Budd, were re-elected and the proceedings 
then terminated. 


HAMBROS BANK, LIMITED 
EXPANSION OF BUSINESS 


The annual general meeting of Hambros 
Bank, Limited, will be held on June 8th at 
41, Bishopsgate, London, E.C. 


The following is the statement of the 
Chairman, Mr. R. Olaf Hambro, circulated 
with the report and accounts :— 


I think it will be agreed that the balance 
sheet figures for the year ended March 31, 
1950, speak for themselves, but I would like 
to add a few explanatory remarks thereon 
and, following my custom of recent years, to 
comment on the business of the Bank as a 
whole. 


Firstly will be observed the large expan- 
sion to the total of the balance-sheet. This 
is brought about by the increase (a) in 
deposits and (b) in acceptances: both these 
figures denote increased business, but in 
comparing the figure of acceptances with 
previous years one has to take into considera- 
tion the increased cost in pounds sterling 
of the merchandise financed. The same 
amount of goods, if financed in 1939, would 
probably have been carried on average by 
50 per cent. of the present figure. The 
liquidity is again high, the total of cash and 
bills of exchange being £12,505,064, of 
which the figure given as bills of exchange 
consists as to 90 per cent. of Treasury bills. 
Loans and advances do not show any sub- 
stantial increase during the year and repre. 
sent 27.91 per cent. of the deposits. There 
has been very little change during the year 
in the figures of subsidiary companies which 
are shown in the accounts appearing on the 
second page, in conformity with the Com- 
panies Act. 


A large percentage of our accounts relates 
to our business in Norway, Sweden, 
mark and Finland, which shows that the old 
established business of the bank with these 
countries is again very active, and is a gratify- 
ing proof of the value of old friends and 
connections, an abundance of whom it is our 
good fortune to possess. 


Our associated company in the United 
States has increased its activities during the 
year, and since its inception has contributed 
to the export drive for hard currency coun- 
tries a very Satisfactory figure amounting to 
over $6,000,000. 


EXCHANGE CONTROL DIFFICULTIES 


Our business in Central Europe continues 
to be limited by the difficulties of exchange 
controls, the existence of which we recognise 
to be in some degree necessary, but the 
administration of which I venture to maintain 
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is much too rigidly interpreted. In all coun- 
tries these controls are hampering trade and 
international good relations and are an 
important factor in restraining the peaceful 
development of the world. No friendly 
relations between peoples can be truly 
re-established until each country can freely 
accept the currency of its neighbour. Nothing 
is so resented by the inhabitants of one 
country as the refusal of its neighbour to 
accept its currency or alternatively to nego- 
tiate only in terms of deflated values. I 
think this is an aspect of the general situa- 
tion which is insufficiently studied by 


economists apd by those who guide our 
destinies. 

With regard to the profit and loss account, 
the profits of the bank are in excess of those 
of previous years, but increased taxation and 
the ever-increasing cost of running a business 
such as ours create a considerable burden 
and have reduced our net profit to a slightly 
lower figure than last year. 

My thanks are again sincerely extended to 
the management and staff for their loyal and 
unswerving support. It is due to them and 
to them only that the bank is able to handle 
so large a volume of business. 





FORD MOTOR COMPANY LIMITED 


SATISFACTORY ACHIEVEMENTS 
LARGE EXPORT FIGURES 


HOME SALES FURTHER RESTRICTED 


LORD AIREDALE’S REVIEW 


The twenty-first ordinary general meeting 
of the Ford Motor Company Limited, was 
held on May 9th at Grosvenor House, Park 
Lane, London, W.1, the Rt. Hon. Lord 
Airedale, D.S.0., M.C., the chairman, 
presiding. 

The secretary, Mr J. M. A. Smith, A.C.A., 
read the notice convening the meeting and 
Mr. F. Pragnall, F.C.A., of Messrs. Mellors, 
Basden and Mellors, read the report of his 
firm. 

The following is the chairman’s statement 
which had been circulated with the report 
and accounts for the year to December 31, 
1949, and which was taken as read: — 


The achievements of the company in the 
past year have again been satisfactory, and in 
some respects surpass the eminently favour- 
able results of 1948. Production amounted 
to 151,793 vehicles, including tractors, com- 
pared with 153,115 units in 1948, and 114,873 
in 1947. Sales of parts were again a record. 


Last year I indicated that more difficult 
times lay ahead. This prophecy has been 
proved correct in the event, but not quite to 
the extent then visualised. Profits were 
£2,337,689 representing 4-59 per cent. of the 
turnover figure, compared with 5-46 per cent. 
in 1948. This shows that in spite of increased 
turnover due to increased sales of spare parts 
and reconditioned engines we have not been 
able fully to meet rising costs. For instance, 
in 1939 we used 302,483 tons of coal costing 
£327,898. This same tonnage would now 
cost £901,311, an increased expenditure of 
over £500,000. 

EXPORT MARKETS 


The British motor industry, in compliance 
with the Government’s requirements, has to 
devote its energies mainly to export markets. 
Sales of our passenger vehicles abroad were 
49,977 out of a total production of 78,723. 
Exports also accounted for 42,973 com- 
mercial vehicles and tractors out of a total 
production of 73,070. In 1948 we produced 
65,236 passenger vehicles and exported 50,943, 
and also 87,879 commercial vehicles and 
tractors, of which 46,356 were exported. 


In considering these large export figures, 
it must not be forgotten that, owing to the 
devaluation of the £ in September, 1949, 
44 per cent. more exports to hard currency 
areas from the United Kingdom would be 
necessary to earn the same amount as before 
September, 1949, if it were assumed that our 
ex ort prices in dollars had fallen by the full 
devaluation percentage of 30-5 per cent. It 
remains to be seen whether the lower prices 
(expressed in hard currency) at which British 
goods can be sold in the hard currency areas 
will enable us to continue to sell a much 
greater volume of our goods in those markets. 


If the low prices are so attractive to buyers 
in the hard currency areas that they are willing 
to spend a greater quantity of dollars in buying 
this larger volume of our goods, then de- 
valuation helps us—at least temporarily— 
unless the cost of raw materials imported goes 
up to such a figure as to destroy or neutralise 
our price advantage. 


NEED TO MAINTAIN VALUE OF STERLING 


The most important economic task at 
present is to make certain that the pound 
sterling buys in the future no less of the 
necessities of living than it does now. It is 
just as necessary to maintain the value of the 
pound sterling for us at home as it is for the 
importer when he spends pounds abroad to 


buy the raw materials which we cannot 
produce. 


The worth of the pound is largely deter- 
mined by the amount of money available for 
spending. If wages and other incomes were 
doubled, in a short time the prices of most 
things would double too, because production 
is not increased by this act. Furthermore, 
British products would not be competitive in 
the export market, which is of such vital 
importance to us today, to enable us to 
balance our imports and maintain full em- 
ployment : for example, in the motor industry, 
exports amounted in 1949 to 57-54 per cent. 
of its total output and, in fact, to 10 per cent. 
of the total exports of the country. If wages 
are increased only as and when more goods 
are produced, prices are not affected and the 
pound sterling loses none of its value ; indeed, 
it is likely to be worth more, since greater 
production may bring prices down through 
economies in manufacture. Our future as a 
trading nation thus depends on maintaining 
the worth of the pound. 


The company’s best export markets were 
Australasia (32 per cent. of total exports) and 
Europe and Middle East (37 per cent. of total 
exports). The restrictions placed by dollar- 
hungry nations on the imports of goods from 
U.S.A. have had their effect on the sales of 
American vehicles, and in consequence, the 
company’s exports have benefited. The 
economy of fuel in running a smaller car has 
appealed to buyers throughout the world and 
I hope that the habit of buying British cars, 
now formed in so many countries, has come 
to stay. The company’s exports in 1949 
exceeded in unit volume total exports of all 
other Ford organisations in the world. 


EUROPEAN COMPETITION 


Last year I called attention to the efforts of 
European exporters in the world markets. 
This competition has continued throughout 
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the year, not only from France 
Germany and Tealy ; in these counties ge 
appreciably lower in the Unj 
Kingdom. : 


As is generally admitted 
portion which wages bear to the price f= 
finished product is a very high one. The cog 
of our purchases Of materials 
£36 million and, if traced back to the 
original raw materials, the cost be 

ed to consist for the 


out in pictorial how 
income for 1949 has been used 


Export sales of parts in 1949 w 
mately one-third as much again po ae 
aan is a natural and desi 

© increasing number of our vehicles j 
abroad. It is a trend which is mye 
tinue because the company’s policy is to Dro. 
vide the necessary parts at reasonable Prices 
available at the premises of our associates ani 
their dealers throughout the world. We ap 

roud of our reputation for providing servic: 
facilities, and are continuously striving 
improve Our service organisation. 


THE HOME MARKET 


It is unfortunate that since January 1, 195) 
the British Government has found it necessan 
still further to restrict sales of our products 1 
buyers at home. We have domestic order 
for over 275,000 passenger cars on our books, 
and a number of these may not matur 
However, as the allocation permitted by th 
Government to the whole industry is oni 
110,000 for 1950, it is manifest how dificy: 
it is for us to satisfy home customers, pur. 
ticularly as our production is still limited y 
certain factors over which we have no contr 


The need for replacement of vehicles of x! 
types in this country is being perilous 
deferred. These arrears will reach grex 
numbers, with the result that exports wil 
have to be curtailed when the time arrives, » 
it will, to meet the requirements necessary to 
maintain our national economy. Purchase tax 
is approximately 22 per cent. of the cost 

domestic buyer ; for example, an “Anglia” 
is sold for £257, but the buyer pays £329 25.94. 
and we collect the tax of £72 2s. 9d. for the 
Government. I suggest that after five yeas 
of peace this country is being taxed 0 
a standstill. 


Our sales of factory-reconditioned engines 
continue to increase, thus showing the great 
contribution they make to keeping vehicles 
on the roads and alleviating the gener 
shortage. Recently, reconditioned tractor 
engines have also been made available ad 
welcomed enthusiastically by farmers. 


sary 


DEMAND FOR TRACTORS 


The farms of the United Kingdom, 
whole, are now the most highly mechani! 
in the world. Against the background ol} 
prosperous farming community, 2 sud 
demand for our tractors and agricultu 
implements can be foreseen. Abroad, futur 
prospects are good, as there is a great Scop: 
for development in many parts of the world, 
which are still far behind in agricultum 
mechanisation. “! 

The emphasis placed on the need for - 
use of “ marginal land” has been very ~ 
in the minds of your <p seri Lp ac 
Speech at the opening of Parliament on ** 
éth was a dinet reminder of the imporum 
attached nationally to the full exploitation” 
the land by the most economical mea, 
which clearly would involve further mechanise 
tion. 

Whichever political party is in power, 
country’s primary economic need is boum : 
be larger exports, if we are to Tal 
improve our standard of living and fi a> 
dense tion, The company’s contr! 
tion to this can be efficient production ee 
cost—this is our constant aim. [| am glad 


report that there is evidence of increasing 
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efliciency throughout the plant, and that em- 


yment has been maintained with steady 


continuity throughout the year. 


FACTORY RE-EQUIPMENT 


Your directors have decided upon a factory 
re-equipment programme of considerable 
scope, as indicated in my statement last year. 
Many companies, owing to the heavy taxation, 
on undistributed profits, have to raise fresh 
capital to finance such projects. The policy 
of your directors in building up substantial 
cash reserves Will enable us, we hope, to meet 
the cost without such recourse. The bulk of 
our purchases, necessary to carry out this 
programme, is made in the United Kingdom, 
but certain specialised machine-tools, which 
are not available in this | country, will be 
imported from North America. The Treasury 
has made dollars available for these essential 
purchases by drawing the necessary sum from 
the United Kingdom E.R.P. allocation by 
arrangement with the E.C.A. Our present 
exports to North America, however, justify 
your directors in the belief that an equivalent 
amount of dollars will be earned by the 
company within a short period. 

As indicated in the directors’ report last 
year, a figure in excess of £10 million would 
he wanted for this anticipated programme. 
The total expenditure is now estimated at 
{12 million to be spent over the years 1950, 
1951 and 1952. Arrangements are in progress 
regarding the setting up of a joint contributory 

ickness benefit scheme applicable to all hourly 
paid employees. The scheme is intended to 
supplement state sickness benefit, and should 
be welcome. 


NEW MODELS 


Our new models will be exhibited at the 
Motor Show in October, 1950. Until then 
] think you can scarcely expect me to disclose 
any details of our intentions. At the same 
time, the company intends to continue pro- 
duction of the Anglia and Prefect cars. The 
manufacture of spare parts for all present 
models will also continue. 


Reference is made in the directors’ report 
to the scheme of arrangement, including the 
issue of preference shares, the sale of shares 
in the European and Egyptian companies, and 
the new relationship agreements. In general 
terms, the result is that, following the sale of 
those investments, our assets will now be fully 
employed in this country in increasing and 
improving manufactufing capacity, necessi- 
tated by the wider outlet: for our products 
throughout the world arising from the new 
agreements to which reference has already 
been made. 


THE DIRECTORATE 


The Viscount Portal of Hungerford, K.G., 
Mr Edward Corbet Woodall, O.B.E., and 
Mr Graeme K. Howard, vice-president 
foreign operations, Ford Motor Company, 
U.S.A., have been appointed members of the 
board, and your confirmation of these appoint- 
ments is asked today. Lord Portal needs no 
imtroduction ; he has served the country with 
grcat distinction. Mr Woodall comes of a 
family with long industrial experience and 
your directors consider he will strengthen the 

d. Mr Graeme Howard’s experience and 
©o-operation should prove of great value. 


Mr Henry Ford II and Mr Graeme Howard 
have intimated to the board that, because of 
the dollar shortage in this country, they wish 
to waive their director’s fees. This is a 


generous act, which, I am sure, you will 
appreciate, 


As I indicated, I am retiring from the chair 
after this meeting. I have been happy and 
fortunate to occupy that position during two 
most successful years. The board intends to 
elect the deputy chairman, Sir Rowland Smith, 
'0 succeed me, and I have no doubt as to his 
qualifications. I am sure you will join with 
me im wishing him all success. 





I cannot conclude without expressing my 
deep gratitude for the loyal support from all 

© members of this great organisation and 
recording the warm appreciation I feel for 
the services they have rendered in making 
this undertaking so successful. 


The report and accounts were unanimously 
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adopted; the proposed dividend was ap- 
proved ; the retiring directors were re-elected, 
and the remuneration of the auditors was 
fixed. 


The proceedings terminated with a vote 
of thanks to the chairman, directors and 
staff. 





COLVILLES LIMITED 


COMPANY’S MOST 


SUCCESSFUL YEAR 


OUTPUT AN ALL-TIME RECORD 


SIR JOHN CRAIG ON THE OUTLOOK 


The nineteenth ordinary general meeting 
of Colvilles Limited will be held on June 2nd 
at the registered office of the company, 195 
West George Street, Glasgow. 


The following is the statement by the chair- 
man, Sir John Craig, C.B.E., D.L., circulated 
with the report and accounts for the year to 
December 31, 1949:— 

I am sure that you would desire to be 
associated with the directors in offering con- 
gratulations to Lord Bilsland. During the 
year, two great honours were conferred upon 
him. As the citizen who had rendered most 
service to the City of Glasgow during the 
past three years, he was deservedly awarded 
the St. Mungo Prize. For the splendid service 
he has rendered to Scottish industrial 
development, His Majesty the King has been 

leased to confer on him the honour of a 

arony. Both these honours have given 
great satisfaction not only to the directors 
but to all the staff and employees of the 
company and throughout industrial Scotland. 


PRODUCTION 


From an industrial point of view, the year 
was the most successful in the history of the 
company. The output was an all-time record. 
The production of ingots was 1,855,080 tons, 
which represented an increase of 6.83 per 
cent. over 1948. We acknowledge that this 
was only possible through the active and 
loyal co-operation of the managements and 
men at all works and their enthusiasm in 
utilising the improved plant placed at their 
disposal. We also recognise that the adequate 
supplies of raw materials were an essential 
contribution to this achievement. 


As you are aware, the company has always 
contributed a large share of the national 
production in certain classes of heavy steel 
products, such as plates and sections for ship- 
building, structural engineering, boilermaking, 
locomotive and wagon building. Our develop- 
ment has been mainly directed to extending 
and improving equipment for this class of 
trade. For plates, sections and joists, the 
company’s share of the national output last 
year was 25.3 per cent. You will see there- 
fore the large proportion of this class of trade 
which is produced in Scotland by the com- 
pany. 

From its inception, the company has 
developed the production of steel boiler 
plates and might well be described as the 

joneers in this particular business. It has 
a our constant endeavour to improve 
methods of production and maintain quality, 
and it is gratifying that, during the past year, 
our share of all the boiler plates produced in 
Britain was 55.2 per cent. We have always 
endeavoured to_anticipate the changes that 
were taking ple in the requirements of 
boiler makers, so that now we are able to 
make the larger plates they need and today 
we are supplying boiler plates over 20 tons in 
weight and up to 5 inches in thickness. 

I have no doubt you will be interested in 
the information contained in the tables on 

age 16, and particularly in the comparative 

gures between 1939 and 1949, which show 
the remarkable changes that have taken place 
in the last decade I would like, however, 


to draw your attention specially to the 
question of coal. Coal is an essential raw 
material for steel and enters very largely 
into the costs of production. The comparative 
figures were as follows—for all classes of coal, 
the average price was 18s. 7d. per ton in 
1939, whereas in 1949 it was 54s. 9d. I need 
scarcely add, because I know yeu are familiar 
with the problem, that the quality has 
definitely deteriorated and the percentage of 
ash was substantially greater than it was ten 
years ago, so that even the price figures are 
not truly indicative of the increased cost. 


ACCOUNTS 


In reviewing the accounts, you will have 
noted that the charge for taxation takes a 
greater share of the profits than it did last 
year, even after the benefit of increased allow- 
ances on new expenditure has been taken 
into account. The benefit of the initial allow- 
ance is granted in the first year of the life 
of the plant, but in later years, the wear and 
tear allowances will be reduced, so the direc- 
tors have thought it prudent to create a 
reserve to meet this contingency. The total 
provisions and reserves for taxation take 
nearly 70 per cent. of the profits after depre- 
ciation. This high proportion is partly ex- 
plained by the difference in method of 
measuring taxable and commercial profits. 
It is to be hoped that the Tucker Committee, 
which at present is studying this matter, will 
be able to recommend some means 
remedying this position. 


The only other feature in the accounts that 
calls for comment is the decrease in the 
amount of the “Provisions Restored.” By 
its nature, this item is bound to fluctuate, 
and the year 1948 was exceptional in that the 
position of the subsidiaries as regards E.P.T. 
was clarified. 


GOVERNMENT PLANT 


During the war, new plant was installed 
at several of our works on behalf of Govern- 
ment departments under agreements whereby 
the company had pre-emptive rights of pur- 
chase. In terms of this arrangement, we 
have just concluded the purchase of all the 
plant which we can usefully employ. 


FINANCE 


For six out of the past ten years, every- 
thing was sacrificed to war demands, so that 
nothing could be done towards developing 
the plans we had —— in prewar days. 
However, since 1945, we have made up some 
of the leeway and have already spent 
£3,200,000 on extensions, to which there will 
now be added from four to five millions being 
spent at Clyde Iron Works and Clydebridge 
Steel Works, making a total expenditure of 
between seven and eight million pounds. So 
far we have met this expenditure from our 
own resources and will be able similarly to 
finance our current commitments. The time 
has not yet arrived when additional finance 
is required but you can be assured that the 
‘matter is under constant review by the 
directors who wil] take action as and when 
this is necessary. 
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RESEARCH 


I have referred on previous occasions to 
the activities of your company in organising 
and promoting research work for the purpose 
not only of improving our manufacturing 
efficiency and econemy but of developing 
entirely new steel products. It has been our 
aim that these new products should anticipate 
‘what cur customers are likely to need in the 
immediate future to fulfil the ever-changing 
requirements of technical advances in their 
own spheres of activity. We are rightly 
proud of the success of your effort in this 
field of technical development. 


For instance, I mentioned last year the 
invention of our stainless clad steel, which 
we sell under the name Col-Clad, and I am 
glad to be able to report that the reception 
of this steel has exceeded our expectations. 
Substantial tonnages have been supplied with 
every success and sales are developing satis- 
factorily. 

The extensive use of welding in ship- 
building and general construction © has 
brought its problems, as might have been 
anticipated, and our research department has 
been making a close study of them in the 
expectation of being able to offer some help 
in their solution. As a result, we are now 
manufacturing a new steel called Col-Tuf, 
which retains its toughness over an excep- 
tionally wide range of temperature and 
possesses at the same time a high elastic limit. 
This steel has been taken up extensively by 
a number of overseas shipbuilders and we are 
informed by them that it has made a very 
definite contribution to solving some of the 
problems which have confronted them. 


A department which has developed greatly 
during the past few years is that for welded 
fabrication. We are now regularly producing 
welded stern frames and rudders, bedplates 
and other fabricated work for marine and 
general engineering. 


SUBSIDIARIES 


I would like to make brief reference to 
some of our subsidiaries. 


The Lanarkshire Steel Company achieved 
a record output and has had a prosperous 
vear. When we took over these works in 
1936, we inaugurated a policy of improve- 
ment and development on which we have 
tlready spent about £1,000,000. We em- 
barked on a programme of fuel economy 
and recovery of waste heat. We have been 
successful in reducing the quantity of coal 
used per ton of finished steel from 24} to 
124 cwts. In a few months’ time, the 
cogging mill will be electrically driven with 
current from a central power house using 
mainiy steam obtained from waste heat 
boilers at melting furnaces and soaking pits. 


An additional pipe line from the River 
Clyde has been laid to the works to ensure 
an ample supply of water, not only for the 
Lanarkshire but for the Dalzell and Clyde 
alloy works as well. The new 150-ton melt- 
ing furnaces have proved most satisfactory 
and the works are being brought up to the 
standard of the most modern of their type 
in this country. Lanarkshire works are 
linked by private railways to Dalzell, so that 
the two works can be operated in conjunc- 
tion and this has proved a real advantage in 
their general economy. 


At Clyde Alloy Steel Company, consider- 
able extensions have taken place and there 
are now two modern foundries, one for light 
and the other for heavy castings, where the 
most difficult types of castings have been 
successfully produced. Substantial tonnages 
of stainless steel castings for hydro-electric 
and other purposes have been made and 
many stainless steel propellers supplied to 
shipbuilders in this country and abroad. 
This company has developed a promising 
trade with Continental countries and is now 
even supplying special steels to the United 
States and South America. I think it can 


‘«* 


be claimed that there is not a more modern 
works devoted to special steels in this 
country than exists at Clyde Alloy. 

The works of Smith & McLean, Limited 
at Gartcosh, Milnwood, Mavisbank and Port 
Glasgow have been fully employed and have 
had a record year. At Gartcosh sheets of 
exceptional dimensions are produced, for 
which there is an ever-increasing demand. 
At Mavisbank, in addition to the manufac- 
ture of galvanised sheets, they are constantly 
undertaking galvanising of a most varied kind 
both for home and export. 


One of our recent additions is Colvilles- 
Clugston, Limited. This company has been 
formed to develop commercial uses for the 
slag which arises from the production of pig 
iron. As the name implies, it is a joint ven- 
ture with Clugston-Cawood, Limited, who 
already have successfully operated similar 
plants in England and whose knowledge of 
the subject will prove of value in our develop- 
ment of this new industry. Extensive plant 
has been laid down at Cambuslang where the 
material is prepared for road-making, railway 
and concrete work. This plant came into 
successful operation during the year. 


We have developed other uses for blast 
furnace slag and have been producing quan- 
tities of granulated slag and of foam slag, 
both of which are now being used in house 
building. Our aim is to dispose of all our 
slag profitably and to avoid creating slag 
bings which, in the past, have been such a 
disfigurement at all blast furnace plants. 


EXPORT 


You would no doubt be interested in the 
statement embodied in the annual report 
showing the numerous countries to which 
our products have been sent during the past 
year. It is a striking testimony to the world- 
wide connection of the company that we 
have exported steel to 71 countries within a 
period of one year. Of course, the company 
has. been exporting steel for nearly 70 years 
but it is encouraging today to find so many 
of our old customers still desiring to renew 
their connection with us at every oppor- 
tunity. 

Our exports were varied and the tonnage 
not as large as we would have liked since 
naturally, and rightly, the home consumer 
obtained priority. We think, however, 
that for certain classes of our trade, more 
export might well be permitted now without 
injury to consumers at home. Although, 
under the conditions of the past few years, 
home consumers have been able to absorb 
the bulk of the production, I would like to 
emphasise that, in normal circumstances, we 
must have an export market if we are to keep 
our plant fully occupied. It is very definitely 
to the interest of the home consumer that we 
should maintain our export trade, for only 
by maintaining full production can we keep 
our costs at the lowest level. 


SCOTTISH INDUSTRIES EXHIBITION 


The Scottish Council (Development and 
Industry) held an exhibition in Glasgow 
during the year, which commanded world- 
wide interest. We organised a stand in order 
that it might be recognised that no Scottish 
National Exhibition could be complete with- 
out steel being adequately represented, and 
we were well satisfied with the results of our 
exhibits. 


TRAINING OF YOUTH 


During the year, we issued a brochure 
entitled “The Intelligent Youth’s Guide to 
Adventure.” This was produced in order to 
place in the hands of youth some of the 
interesting features of the steel trade in the 
hope that many would be induced to enter 
it. The brochure has been favourably 
commented upon, and, I am glad to say, has 
peg — en ee leaders 

e industry in America. personnel 
officer on the staff has been busily engaged 
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on these problems, giving lectures at 
and clubs, selecting applicants for — 
ticeship, and developing a system of Dre. 
liminary education for selected candidates 
before they actually enter the works. 


SOCIAL SERVICES 


I think no review of the past year would 
be complete without making some referen, 
to the social services at the various soot 
because, in its own indirect way, such work 
contributes to the results under review. 

The Mansion House at Colville Park 
Motherwell, which the employees received . 
a gift from the Colville family, was in th 
hands of the public authorities during th. 
war. It has recently been reconditioned ang 
is now in full use as the headquarters of golf 
tennis and bowling clubs, and is being 
increasingly used by our employees for social 
gatherings of all kinds. 

The Memorial Home at Skelmorlie hy: 
been in constant use and has proved of very 
real value in the rehabilitation of employee 
after sickness or accident. The committe 
are now considering how it can be extended 
to meet an ever-increasing need. 


NATIONALISATION 


_ This subject has received much publicity 
in recent months and, as you know, there « 
now an Iron and Steel Act on the Statute 
Book, under which the nationalisation of the 
industry can be carried out. The creation of 
a Corporation in whom the ownership of the 
industry will vest cannot take place before 
October 1, 1950, and I think we must jus 
await developments. 


Having experience now of those industries 
which have already been nationalised, with 
their sluggish and over-centralised organis:- 
tion, we have more reason than ever to feel 
convinced that the extension of such methods 
to the steel industry would be a disastrous 
blow to the economy of this country. I 
would react unfavourably not only on the 
prosperity of our own industry, but also on 
every one of the many industries which are 
dependent on steel supplies for their own 
success, and we are very apprehensive of is 
effect on our export trade 


FUTURE OUTLOOK 


As regards the future, it is difficult to si 
anything useful. No. doubt many of you 
have noticed that the Secretariat of th 
Economic Commission for Europe has been 
studying the future production and demani 
for steel and has come to the conclusion 
that, if all the schemes at present under wi 
in many countries are completed, there my 
not be a sufficient demand to keep all the 
plants employed. In the White Paper, it 
was stated that the target output for stee! in 
Britain should be 16 to 17 million tons, 
although this was later amended by tk 
Government to an ultimate target of 18 
million tons. We estimated that the shat 
of your company in this output should bk 
1,900,000 tons, and you will notice that ou 
output last year very nearly attained this 
figure, even without the benefit of the Clyde- 
bridge extensions, which will not come i 
operation until the latter part of this year. 


From time to time, statements have been 
made in Government circles that this county 
should aim at producing still more steel, 
although it was obvious that it had m0 
occurred to those who made the statemens 
that, if the capacity for steclmaking 's © 
increased, it would be necessary 0 Prov! 
more and greater transport = 

ing from our experience, It. 
wg difficulty chat the National Os 
Board was able to meet our coal go 
ments during 1949 and the railways 7 
failed to maintain a regular supply of — ; 
involving us many times in the addit 


expense of double-hancling material. 
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yoduction to date is actually in excess 
of _ oe the same period of 1949. We still 
have a good order book for our main 
products, but some departments are experi- 
encing a shortage of orders. We are hoping, 
however, that with increased liberty to export 
we may be able to keep all our plant fully 
employed. : 

I cannot conclude without expressing the 
appreciation and thanks of the directors to 
the managers, the staff and all the employees 
for their able and loyal co-operation. 


MONSANTO CHEMICALS 
LIMITED 


EXPANSION OF ACTIVITIES 





MR EDW. A. O'NEAL’S STATEMENT 


The sixteenth annual general meeting of 
Monsanto Chemicals, Limited, was held on 
May 10th in London, Mr. Edw. A. O'Neal, 
‘unr. (chairman and manag’ng director), 
presiding. 

The following is an extract from his circu- 
Jated statement :—— 

Turnover for the full year in 1949 fell 
below our expectations, though total sales 
were up, being 8.75 per cent. higher than in 
1948. During the first half of the year we 
felt increasingly the pressure of American 
competition in our export markets and we 
were able to hold our foreign customers only 
by reducing prices while costs crept upward 
ot home Nevertheless, I am glad to report 
that direct export sales in 1949 were 31.16 
per cent. of our total sales as compared with 
28.75 per cent. in 1948, and the volume of 
cur exports in 1949 increased 20.7 per cent. 
over the volume in 1948. 

Whilst we had felt a definite upturn in 
sales at home and abroad before devaluation 
in September, this marked change in the 
value of the £1 sterling acted immediately as 
t least a temporary stimulus to trade. In 
fact, our turnover during the last quarter of 
1949 exceeded our expectations. 

This improvement, whilst gratifying, did, 
however, not come sufficiently early to out- 
weigh certain other factors which affected the 
company’s trading profit for 1949. Our 
manufacturing costs increased whilst we held 
the line on prices on the home market. At 
Ruabon heavy maintenance expenditure was 
undertaken to bring the older plants to first- 
class condition. At Newport delays in reach- 
ing normal production rates in those plants 
drought into operation in the middle of the 
year resulted in extremely high costs, whilst 
although production was at a low rate, normal 
depreciation was charged on all new manu- 
facturing plants and services brought into 
use. This latter factor alone accounted for 
om increase of £85,000—or 85 per cent. in 
Cepreciauon charged to cost in 1949 over 
1948 without a proportionate increase in 
turnover, 


_ By the end of the year most of our start- 
ing up difficulties at the Newport factory had 
cecn overcome and production was approach- 
ing design rate, whilst our overall capacity to 
produce had reached the estimated volume. 


Additional manufacturing units brought 
‘nlo Operation at Ruabon and Newport in- 
Cluded facilities for the manufacture of syn- 
thetic glues, catalyst for sulphuric acid plants, 
‘uiphuric acid, synthetic detergents and 
maleic anhydride for the plastics industry, 
chemicals for the oil industry. 


NEW PROJECTS 


Many of those new projects for which 
capital was raised by the issue of additional 
Ordimary shares in May, 1949, were com- 
pleted by the end of the year—all were under 
construcuon. Of the remainder, the majority 
will be finished during 1950 


Expansion of our research facilities was 
continued by the purchase of Fulmer Hall, 
a property near London, towards the end of 
last year. Our expenditure on research during 
1949 exceeded that of 1948 by 50 per cent. 
Further increases in expenditure on research 
are envisaged as they become justified by 
the expansion of the business of the com- 
pany. 


We completed negotiations for the pur- 
chase of a small manufacturing company and 
successfully negotiated research and develop- 
meni contracts with a foreign firm, which will 
establish a base for the development of silicon 
chemistry in the United Kingdom by our 
company. 

Arrangements were completed with British 
Petroleum Chemicals, Limited, for the 
formation of a new company, Forth Chemi- 
cals, Limited, for the manufacrure of Styrene 
Monomer and other chemicals stemming 
from petroleum. We have undertaken the 
engineering for the Styrene Monomer project 
for Forth Chemicals, Limited, who have suc- 
cessfully negotiated a contrast with Mon- 
sanio Chemical Company, U.S.A., for the 
chemical engineering design. 


Monsanto Chemicals (Australia) Limited, 
our Australian subsidiary, have reported good 
progress during the year. Jointly with Mon- 
santo Chemical Company we were successful 
in the formation of Monsanto Chemicals of 
India, Limited. This associate will handle 
the sale of Monsanto products in India and 
provide the means for manufacwre there 
when economically desirable 

In budgeting the company’s sales and pro- 
duction for the year 1950 we have felt justi- 
fied in anticipating an appreciable increase in 
turnover. We hope to bring into production 
by the middle of 1950 our new plant for the 
manufacture of Polystyrene (plastic); units 
for the manufacture of Pentachlorphenol and 
Santobrite for the wood preservative and in- 
secticide industries, and Aroclors for the elec- 
trical industry. Commitments for products 
manufactured at Ruabon indicate capacity 
production at that location for at least the 
next six months. 


Nevertheless, we proceed with caution for 
several reasons. First, we see no reason to 
expect any improvement in the inflexibility 
of national and international conditions which 
so hamper free trade. Secondly, we are only 
just beginning to feel the impact of increasing 
costs due to devaluation, and at this stage it 
is not possible to predict the scale and full 
effects of these for as far as a year in advance. 


The income of the group for the year was 
£963,766, compared with £1,014,262 in 1948. 
After providing £233,664 for depreciation 
and obsolescence, £377,139 for United 
Kingdom and Australian taxation, £34,878 
for directors’ remuneration and auditors’ 
fees, and £21,701 proportion of subsidiary 
company’s profits attribuiable to minority 
interests, the group profit carried forward 
was £296,384. Afer providing for parent 
company’s dividends there remains to be 
carried forward £487.992 for the group, as 
compared with £445.29 at the end of 1948. 


In review, we feel we have accomplished to 
a large degree the task we set to expand the 
activities of our company in the early post- 
war years, Original target dates for bringing 
into production the new capital inyested have 
been met within reasonable limits, and we 
look forward now to realisation of the tre- 
mendous effort made by all in our organisa- 
tion. 


The report was adopted. 
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BRITISH OXYGEN 
COMPANY, LIMITED 


RECORD TURNOVER 


The sixty-fourth ordinary annual general 
meeting of the British Oxygen Company, 
Limited, was held on May 10th in London. 


Mr S. J. L. Hardie, D.S.0O., LL.D. (the 
chairman), in the course of his speech, said: 
The turnover for the year has been a record, 
and the decrease in profit is mainly due to 
advancing costs without a commensurate 
increase in the selling prices. Since the war, 
rising costs have had to be faced in many 
directions, the principal items being raw 
materials, power, wages and transport. 
These increases have, up to last year, been 
largely taken care of by improved efficiency 
and expanding output. 


The profit of the group for 1949 amounts 
to £3,264,022 compared with £3,478,332 for 
the previous year—or a decrease of £214,310. 
Deduction of overseas taxation and depre- 
ciation brings out the group trading profit at 
£2,032,378 compared with £2,403,174. 
Against this we have to meet a lower 
provision by £70,000 approximately at 
£1,025,653 for taxation and reserve for taxa- 
tion rebate received on initial allowances. 
After taking credit for taxation reserve pro- 
vided in previous years and no longer 
required the profit available to The British 
Oxygen Company, Limited, is £1,055,047 
compared with £1,200,531 in 1948. The 
directors recommend a final dividend of 
12 per cent. less income tax on the ordinary 
stock (making 20 per cent. for the year). 


A STRONG POSITION 


The consolidated balance-sheet shows the 
strong position of the group with its asso- 
ciated companies in all the main overseas 
countries of the Commonwealth. We now 
operate at home and overseas 166 works— 
an increase from 152 last year—102 of which 
are overseas. This indicates the extension 
of our already wide ramifications all over the 
world. The company ‘maintains the policy 
of progression and large schemes are under 
construction or consideration. 


The products of this company at home 
and overseas are. a spearhead for industrial 
development. It has to-be recognised that 
there are great potentialities for expansion 
overseas but, in the home market, we cannot 
look for the same spectacular increases in 
the volume of output, and there are indica- 
tions that the rise in demand may have been 
halted—although it is pleasing to report that 
for the first quarter of 1950 output still 
shows an increase, and I have confidence in 
and am optimistic for the future of our 
industry at home and overseas. 


Our development policy has been to equip 
our works and plant to meet at all times the 
demands for our products which are so very 
essential to industry. Our capital commit- 
ments to meet increased trading at home 
and overseas are extensive, although to a 
certain extent we are today adopting a policy 
of consolidation of our development pro- 
gramme in this country. The research and 
development department is playing an 
increasing part in many aspects of the com- 
pany’s business. 


My message to industrialists in this 
country who have under consideration over- 
seas neues is that, wherever the 
Commonwealth flag flies and there is indus- 
trial development, our associated overseas 
company will be there with our technical 
plant and equipment, our research and 
development, supported by our technical and 
commercial experience of 60 years, to assist 
and to service industry with our products. 


The report was adopted. 
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RAND MINES LIMITED 


DEVALUATION IMPROVES GOLD MINES’ POSITION 
ALL-ROUND IMPROVEMENT IN RESULTS 
COMPANY’S INVESTMENT RANGE EXTENDED 
MR W. H. A. LAWRENCE’S SPEECH 


The annual general meeting of Rand 
Mines Limited, was held in Johannesburg 
on May 5. 


Mr. W. H. A. Lawrence, the chairman, 
said that the profit earned by the company 
during 1949 and transferred to the appro- 
priation account had amounted to £950,062, 
an increase of £333,448 compared with the 
previous year. The main source of revenue, 
namely, dividends received, had increased by 
£315,861, interest and exchange had increased 
by £11,079, sundry revenue had decreased 
by £17,483 and administration and other ex- 
penses, after allowing for fees received, had 
decreased by £23,894. After making the 
appropriations detailed in the accounts, in- 
cluding £537,749 in respect of dividends 
declared, the sum of £181,252 had been 
added to the unappropriated balance which 
had stood at £1,413,704 at the end of the 
year, 


RESERVES STRENGTHENED 


The amount realised by the sale of invest- 
ments of freehold property and ventures had 
exceeded their book value and amounts 
written off as depreciation by £400,749 ; and 
following the usual practice that sum had 
been added to the investment reserve account 
which had thereby been increased to 
£4,475,506. Claims met for dividends for- 
feited since September, 1939, had totalled 
£120,850 and the contingency reserve 
account created to meet those claims had been 
reduced to £175,800. The sum of £100,000 
had been appropriated to the credit of the ex- 
ploration reserve account and expenditure on 
ventures charged thereto had totalled 
£82,065, thereby increasing that reserve to 
£267,935. 


Investments in shares and debentures had 
been brought into the account at a total book 
value of £5,426,267, being an increase of 
£488,728 compared with the figure for the 
previous year, 


INVESTMENT POLICY 


In its earlier years, Rand Mines invest- 
ments had been almost exclusively confined 
to large shareholdings in certain Witwaters- 
rand gold mining companies and precise 
details of those interests had been reported to 
shareholders annually. The range of the 
company’s investments had, however, been 
steadily widened since then and it was now 
an essential pari of its business to maintain 
a constant review of the portfolio of share- 
holdings with the object of taking due advan- 
tage of favourable opporrumities for adjust- 
ment, for instance, by invesfment in attractive 
enterprises in new mining and other fields. 


The directors were satisfied that in those 
circumstances it would be seriously disadvan- 
tageous to the company ana its shareholders 
to continue to publish exact particulars of its 
portfolio, but they had included in their 
report a list of companies in which Rand 
Mines had its principal investments. 


CHANGED OUTLOOK 


The year 1949 had brought a considerable 
change in the general outlook of the South 
African mining industry, which was re- 
flected by an -round improvement in 
results achieved. The African labour position 
had improved materially, there had been a 


small increase in the number of Europeans 
employed and the supply position in regard 
to stores and materials had been easier, but 
working costs had continued on the upward 
trend as a result of the increase in the cost 
of stores and of the steadily rising cost of 
living allowances paid to European employees, 
In September, 1949, however, the whole 
economic position of the industry had been 
beneficially readjusted by devaluation and the 
resultant increase in the price of gold. The 
average pay limit of the industry had thereby 
been decreased from about 3.0 dwt to 2.1 dwt 
per ton. 


MORE ORE AVAILABLE 


That had meant that from the mining 
point of view considerable quantities of low- 
grade ore had been rendered payable and 
brought into the reserves ; the percentage of 
payability had increased; the amount of 
development required to open up a given 
quantity of payable ore had decreased ; the 
percentage of dead or uneconemic ground 
had decreased and the quantity of working 
faces had increased ; and prospects of obtain- 
ing increased tonnages from the reclamation 
of old workings had improved. 


From the financial point of view, profits 
had improved materially, thereby increasing 
the amount to be divided between share- 
holders and the state by way of dividends 
and taxation. Some indication of the magni- 
tude of the resultant benefit to the Union’s 
economy could be gauged from the fact that 
working revenue of the mires of the Wit- 
watersrand had increased from £8,500,000 
in August, 1949, to £12 million in March, 
1950. Over the same period profits had 
increased from £2,000,000 to £4,500,000. 
Working costs had increased by £1,000,000, 
or 2s. 8d. per ton milled, and as that was 
equivalent to an increase of 0.2 dwt. per ton 
in the pay limit in the six months following 
devaluation, a fairly substantial proportion of 
the 0.9 dwt. per ton gained as the result of 
devaluation had already been absorbed. 


GROWTH OF WORKING COSTS 


The increase in working costs that had so 
far taken place was, however, almost entirely 
due to the cost of improved conditions of 
employment granted to employees imme- 
diately after devaluation, and it was only 
since March of the current year that the 
inflationary effects of devaluation had really 
become apparent. The upward movement in 
commodity prices, which had been aggravated 
by higher railage charges, was typified by 
the recent additions to the cost of cement, 
coal and foodstuffs. It was evident that the 
industry was already faced with further 
increases in working costs and much more 
serious efforts would have to be made if the 
severe inflationary spiral was to be avoided 
in the Union’s economy. 


A SATISFACTORY YEAR 


Eleven producing mines on the Witwaters- 
rand of the Central Mining/Rand Mines 
group had a satisfactory year compared with 
13 in 1948, the general im ent 
recorded being largely due to devaluation 
but partly to the increased supply of African 
labour and partly to increa efficiency. 
Steady progress had been made with the 
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beginning of the year had proved ot, 
and progress was being made with bn 


the mine in depth by means of incline shaft; 


At East Rand Proprietary Mines 
capital expenditure Seats ae ax, 
undertaken in order to open up deep level, 
by means of vertical and incline shaft In 
the Eastern Transvaal, Glynns Lydenburs 
was nearing the end of its life as an inde. 
pendent producer and it was proposed i, 
amalgamate it with Transvaal Gold Minin: 
Estates. The latter company had gone 
through a critical period prior to devaluation, 


but was now earning satisfactory profits 
again. 


O.T.S. MINES 


In the Orange Free State. Union Free 
State Coal and Gold Mines had carried oy; 
further drilling in the Harmony block, which 
confirmed the previous indications that jt wa 
underlain by the basal reef of encouraging 
value and width at depths between 4,000 and 
6,000 feet. A mining lease had been applied 
for in respect of an area of about 5,500 claims 
and a company would be formed to take over 
that lease when it was granted. Meanwhile, 
good progress was being niade at the pn. 
posed mine ; excavations for two shafts had 
been started ; permanent winders had heen 
purchased and were in the course of delivery ; 
temporary housing, office and workshop 
accommodation had been erected and some 
of the permanent houses were under con- 
struction ; power would shortly be provided 
by the Electricity Supply Commission ; and 
water was being drawn from boreholes pend- 
ing the provision of a permanent supply from 
the Vaal River. 


A new company, Central Mining Fre: 
State Areas Limited, had been formed 
during the year to take over the group’ 
Free State mineral rights and options snd 
interests in Union Free State Coal and Gold 
Mines and New Consolidated Free Sut 
Exploration Company. Since the close o 
the year, the group had assumed technicl 
and administrative control of East Rand 
Gold, Coal and Estate Company Limited, 
whose principal asset was a substantial share 
holding in Union Free State Coal and Gold 
Mines. 


COLLIERIES RECORD OUTPUT 


South African collieries generally had had 4 
satisfactory year, and the output had reached 
a record volume. The export trade had rc 
mained at a low level, but there had beca 
some improvement following the increas 
in the supply of railway trucks. In the first 
two months of 1950 there had been a serious 
recession, and although some fairly sv0- 
stantial orders had since been booked from 
overseas and trade had improved, the export 
of coal was largely dependent on sail _ 
ties and the amount of shipping on offer. | 
the shipping difficulties could be overcoms 
and if the een a e. Ry 
ex of inferior grade coal which was 
harmful to the reputation of South African 
coal abroad, there was little doubt that © 
Union of South Africa could build up ' 
relatively large and stable export busincs 
which would be of considerable benefit to 
country’s balance of trade. 


i the 
Satisfactory progress had been made at | 
various collieries of the group. The Ralcis! 
Colliery had been secught to production * 

a scale, and its output would 

increased when the Barvoys et als 
ti t came into operation. . 
oc and i of Van Dyks = 


equipment 
Colliery was y complete and 
of a hi calorie value was ben pot 
The Witbank Colliery was now dependet! 
entirely on the new Wolvekrams sect? 
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which had been opened up satisfactorily 
and was producing high-grade coal. 


INDUSTRIAL INTERESTS 


The industrial interests of the group had 
made good progress. The Pretoria Portland 
Cement Company's new factory at Orkney 
and the Hume Steel Company's new factory 
at Wadeville were now in production and 
<atisfactory progress was being made with 
the expansion and reconstruction programme 
of the Cement and Hume Pipe companies. 
The increased output of South African 
cement producers was now sufficient to meet 
requirements, and cement was no longer 
being imported. 


The timber and forestry interests of the 
exoup had had a satisfactory year during 
1949. The forestry undertaking of the 
Transvaal Gold Mining Estates Limited had 
been taken over by South African Forest 
Investments Limited on January 1, 1949, and 
which sold over 4,500,000 cubic feet of 
timber during the past year. The total 
plantation area at the end of 1949 had been 
vust under 45,000 acres. The Forest Invest- 
ment Company’s wholly-owned subsidiary 
Acme Box Factory Limited had maintained 
its sales at a high level and continued to 
earn satisfactory profits. Exchange Yard 
Proprietary Limited had handled the timber 
requirements of mines of the group success- 


fully and had recently acquired another 
timber property adjoining its estate in north- 
eastern Transvaal. 


ALTERATION TO ARTICLES 


_ In regard to the item of special business 
in the notice of the meeting, English Com- 
pany Law had been recently altered to 
abolish the compulsory use of distinctive 
numbers in connection with shares. The South 
African Company Law Enquiry Commission 
which had reported in 1949 found that the 
advantage of any safeguard provided by the 
numbering of shares had been outweighed by 
the amount of clerical work involved and 
had recommended that the principle of 
English law should be adopted. In anticipa- 
tion of a similar amendment to South African 
statutes, shareholders were being asked to 
pass the special resolution altering the Com- 
pany’s Articles of Association so as to enable 
the directors to dispense with the use of 
distinctive numbers on share certificates as 
soon as the law permitted. 

In conclusion, he had much pleasure in 
recording their sincere appreciation of loyal 
and able work done by the staff of the 
company at the head office ; by the managers 
and staffs of the mining and other com- 
panies of the group; and by their London 
secretaries, Messrs. A. Moir and Company. 

The report and accounts were adopted. 





CITY DEEP, LIMITED 


BENEFITS FROM DEVALUATION 


HIGHER PRICES FOR GOLD 


MR G. V. R. RICHDALE ON YEAR’S OPERATIONS 


The annual meeting of City Deep, 
Limited, was held in Johannesburg on May 3. 

Mr G. V. R. Richdale, the chairman, said 
that the company had benefited considerably 
by devaluation of the South African currency 
in relation to the United States dollar, as a 
resuit Of wh.ch the price received by pro- 
ducers for their gold had been increased from 
172s. 6d. to 248s. 3d. per cunce fine, w.th 
effect from September 19, 1949. Since that 
date, miming operations had produced a 
higher revenue, and in addition it has been 
possible to mine profitably ore of lower con- 
ient, thereby enabling the company to include 
en appreciable quantity ot previously un- 
payable ore in its reserves. That meant that 
the life of the company’s property had been 
extended. 

In addition, the greater profits earned as a 
result of devaluation had enabled the Gold 
Producers Committee of the Transvaal 
Chamber of Mines to conclude agreements 
with representatives of the Eusopean em- 
pioyees in respanse to demands for improved 
conditions of employment, which had been 
‘he subject of investigation and report by the 
Van Eck Comynission appointed by the Gov- 
‘rament in 1948. Ceitain increased benefits 
nad been accordingly granted to European 
“mployees with effect from the date of de- 
valuation. The basic wages of African em- 
Poyees, who had been granted a service in- 


‘rement earlier in the year, had also been 
increased. 


THE NOURSE ACQUISITION 


The acquisition of the entire undertaking 
S Nourse Mines, Limited, by the company 
with effect from January 1, 1949, had resulted 
- Sreater efficiency, while a number of 
ee in working and administration 
- - ad been made possible. The connec- 
_ ane Number 20A level haulage of 
Mix cep and Number 38 drive of Nourse 
aan aed been completed and equipped 
of 3 § the year, and ore from the lower levels 
section of Nourse was now being trans- 


ported along that haulage to Number 5 shaft 
for treatment in the City Deep mill. 

In addition, considerable time and expense 
were saved in transporting men and materials 
from the surface through No. 5 shaft to work- 
ing places in the 3D section with a resulting 
improvement in efficiency and in handling 
cosis. No. 5 compound had been enlarged 
to accommodate African labour which had 


been transferred from the Nourse Mines 
compound. Those employees were now 


lowered down Ne. 5 shaft and the maximum 
benefit was thus obtained in working the 
lower levels of the 3D section from the City 
Deep side. 


LARGER PROFIT 


Compared with the combined results 
achieved by the two companies working in- 
dependently during 1948, the amalgamated 
property had recorded an increased profit in 
1949 afier due allowance had been made for 
the effects of devaluation in the latter months 
of the year. The saving in working costs had 
been offset during the last quaster of the 
year, however, by the increased cost of 
benefits granted to employees, and the overall 
costs for the year had consequently reflected 
a small increase compared with those for 
1948. 


Ore milled had totalled 1,827,000 tons, 
which was 72,000 tons more than the com- 
bined figure recorded for the previous year. 
That improvement had been partly due to 
the material increase in the African labour 
force, but that increase could not be used to 
full advantage owing to a continued shortage 
of European labour. Gold recovery had 
increased by 17,208 ounces to 417,194 ounces 
fine, and the average yield per ton milled at 


4.567 dwt. had refiected an increase of 
0.009 dwt. 
Mainly as the result of devaluation, 


revenue per ton milled had increased by 
6s. 4d. to 45s. 9d. and for reasons already 
stated working costs at 35s. 10d. per ton 
milled had been 2d. higher than in the 
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previous year. Net profit for the year had 
been £785,864, provision for silicosis out- 
standing liabilities and assessment in respect 
of additional outstanding liabilities had 
accounted for £5,935, forfeited dividends 
refunded had totalled £18,106, provision for 
taxation had amounted to £254,619 and divi- 
dends had absorbed £405,366. 


CAPITAL EXPENDITURE 


The balance of working capital on hand 
had amounted to £274,722. That amount 
arose from the issue of shares to Nourse 
Mines as consideration for net current assets 
taken over amounting to £187,151, together 
with the sum of £87,571, being the excess 
of sales of property over expenditure on 
development and equipment for the year. 
Net capital expenditure during the year had 
totalled £131,914 and had been incurred 
mainly on extensions and renovations to main 
offices and workshops to facilitate centralisa- 
tion; on the enlargement of No. 5 compound; 
on the recondition of the Nourse reduction 
works; on connecting the City Deep work- 
ings in the vicinity of No. 5 shaft with those 
in the Nourse Mines 3D incline area along 
No. 20A level; on the cutting of engine 
chambers and on equipment for the new Kl 
and K2 sub-incline shafts; and on equip- 
ment for the new K3 sub-incline shaft. 


Expenditure on capital account during the 
current year might amount to as much as 
£258,000 and would be incurred mainly in 
connection with the three new sub-incline 
shafts and the construction and equipping of 
the new pump chamber on the 45th level 
of IE shaft. 


AN APPLICATION GRANTED 


He had informed shareholders at the last 
annual meeting that the company had applied 
to the Mining Leases Board for undermining 
rights of an additional 158 claims adjoining 
the southern boundary on Farm Elands- 
fontein No. 26. That application had been 
granted during the year and your company’s 
mining area was now uniformly extended to 
the 10,000-ft. horizon. Three new sub- 
incline shafts would open up the western 
deep level portion of the property, while the 
existing mining area was being extended 
uniformly to the 45th level. 


The effect of devaluation upon the financial 
aspect of the four-year capital programme 
contemplated by the exploitation of new deep 
level areas had been to increase the estimated 
cost of the scheme by approximately £250,000 
to £1,500,000. Despite that increase, how- 
ever, working capital on hand, together with 
appropriations from future profits should be 
sufficient to finance the whole scheme and the 
board did not expect that it would be neces- 
sary to raise additional funds for the purpose. 


DEVELOPMENT FOOTAGE 


Footage developed during the year had 
totalled 57,172 feet which represented an 
increase of 3,726 feet compared with the cor- 
responding combined figure for 1948. Of 
that, 25,465 feet had been sampled, 13,500 
feet being classed as payable. The average 
payability had been 53 per cent., compared 
with 45.6 per cent. in the previous year. The 
Main Reef Leader had again provided the 
bulk of tonnage developed, the value being 
generally satisfactory. Development on the 
South Reef and Main Reef horizons in the 
upper levels of the mine had enabled a 
small tonnage to be added to the ore reserves. 
Lowering of the pay limit had improved the 
future prospects of development on those 
reefs and it was proposed to increase the rate 
of development as additional labour became 
available. 

The estimated payable ore deweloped had 
amounted to 1,100,600 tons, valued at 6.0 
dwt. per ton. The available ore reserve had 
been re-estimated as at December 31, 1949, 
to be 5,977,000 tons averaging 5.9 dwt. over 
a stoping width of 42.0 ins. Compared with 
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the previous estimate for the combined area, 
that represented an increase of 489,000, the 
value and width being less by 0.1 dwt. and 
0.9 inch respectively. The lowering of the 
pay limit consequent upon devaluation had 
enabled an additional 754,000 tons to be in- 
cluded in the available reserve. 


TAXATION 


The basis ef gold mining taxation during 
1949 had remained the same as that intro- 
duced with effect from January 1, 1948, and 
no alterations had been announced for the 
current year. Owing to the effects of de- 
valuation, however, the ratio of profit to 
recovery had been higher than the statutory 
minimum of six per cent., and the company 
had thus become liable ro pay taxation in 
respect of its gold mining profits for the year. 


In the terms of the Silicosis Act No. 47 
of 1946, the company’s proportion of addi- 
tional outstanding liabilities for the year 
ended March 31, 1950, had been assessed 
at £4,204 and a further sum of £1,731 had 
been provided during the year towards meet- 
ing the proportion of the outstanding liabili- 
ties of the Silicosis Compensation Fund 
which the company would be called upon to 
pay in the event of the mine being closed 
down. The company’s assessed liability in 
that connection as at March 31, 1949, had 
been £620,534, towards which a total sum, 
including accrued interest, of £581,635 had 
been provided up to December 31, 1949. In 
addition, working costs had been debited 
with current silicosis charges totalling 
£76,003. 

SALES AT A PREMIUM 


The company benefited indirectly as the 
result of certain arrangements made by the 
Union Government in February, 1949, for 
the experimental sale on behalf of the gold- 
mining industry of 100,000 ozs. of fine gold 
at a premium of 17s. 6d. per ounce. The 
total realised had been used in reducing the 
silicosis levy, on scheduled mines for the last 
quarter of 1949. In addition, arrangements 
had been made by the Transvaal Chamber 
of Mines, with the approval of the South 
African Treasury and the _ International 
Monetary Fund, for the disposal at enhanced 
prices of a proportion of the gold output of 
the industry for artistic and industrial pur- 
poses as a result of which additional net 
revenue received by the company in respect 
of the period July to December had amounted 
to £41,027 or approximately 10d. per ton 
milled during that period. 


A limited quantity of gold was also being 
sold for local manufacture of goldware and 
the company’s proportion of the net profit 
realised on such sales during 1949 had 
amounted to £891. During the first quarter 
of the current year, the working profit had 
been £383,707, and additional revenue from 
sales of gold at enhanced prices had 
amounted to £26,604, making a total working 
profit of £410,311. 


ALTERATION OF ARTICLES 


An item of special busimess had been in- 
cluded in the notice convening the meeting. 
It concerned a proposal to alter the provision 
contained in the articles of association of 
the company concerning individual number- 
ing of shares. As shareholders might be 
aware, legislation recently enacted in England 
provided for the abolition of the compulsory 
use of distinctive numbering of shares. There 
was a possibility of the company law of 
South Africa being amended in a similar 
manner, and in order to take advantage of 
the considerable saving in time and work 
connected with the transfer of shares which 
would result from such legislation, the direc- 
tors wished to take the opportunity to pro- 
pose that distinctive numbers in respect of 
shares might be dispensed with as soon as 
statutes permitted, 

The report and accounts were adopted and 
the special resolution was passed. 


The annual meeting of Crown Mines, 
Limited, was held in Johannesburg on 
May 3rd. 

Mr W. H. A. Lawrence, the chairman, said 
that devaluation of the South African cur- 
rency in relation to the United States dollar 
with effect from September 19, 1949, and the 
consequent increase in the price received for 
gold from 172s. 6d. to 248s. 3d. per ounce 
fine, materially improved the economic out- 
look of the gold-mining industry. In addi- 
tion, arrangements had been concluded 
during the year whereby the industry was 
selling a proportion of its gold output at 
enhanced prices for industrial and artistic 
purposes, 

As a result of the increased revenue 
assured by devaluation, the industry had been 
placed in a position to grant improvements 
in conditions of employment of both Euro- 
peans and Africans. Those improvements 
had included, inter alia, an increase in Euro- 
pean basic salaries and wages, the establish- 
ment on a contributory basis of a pension 
fund for day pay employees, the payment of 
a lump sum of £25 to each employee, a spe- 
cial contribution to the employees’ provident 
fund and an increase in basic wages of 
African employees 


LABOUR SHORTAGE 


The company’s mine, in common with 
most of the other mines of the industry, had 
suffered from the continued shortage of 
European labour which had prevented fuil 
advantage being taken of the satisfactory in- 
crease in the supply of African labourers in 
the second half of the year. The net profit 
was £999,784. Net expenditure on capital 
account had amounted to £157,856, pro- 
vision in respect of silicosis outstanding lia- 
bilities had totalled £27,157, provision for 
taxation had accounted for £180,765, for- 
feited dividends refunded to shareholders 
had amounted to £111,905, and dividends 
had absorbed £612,991. 

Capital expenditure during the year had 
totalled £186,389 and had been incurred 
principally in connection with ventilation at 
number 16 shafi and winding equipment 
and power supply for the incline shafts. 
Capital expenditure during the current year, 
mainly on electric power supply and installa- 
tion on winding equipment for the incline 
shafts, was estimated at £195,000. 


DEVELOPMENT RESULTS 


Compared with the previous year’s figure, 
development footage accomplished had in- 
creased by 16,783 ft. to 95,832 ft. Of that 
increase, 15,830 ft. represented development 
in country rock and consisted mainly of 
haulage driving, sub-incline shaft sinking and 
cross-cutting, all of which had been necessary 
to provide for a continuance of reef develop- 
ment at greater depths. Footage sampled on 
the reef at 35,445 ft. had been less by 3,995 
ft.; payable development had shown a reduc- 
tion of 1,645 ft., with an improvement of 
0.9 dwt. over the same channel width of 
16 ins.; and the percentage of payability had 
been virtually unchanged at 52.4 per cent. 


In various deep sections of the mine, in- 
cluding the eastern portion of the new lease 
area where exploratory development had 
been undertaken, values disclosed on the 
Main Reef Leader had been approximately 
the same as in the previous year. alues 
exposed by surface trenching at numerous 
points on the Kimberley Reef outcrop had 
been generally unpayable, but disclosures in 
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CROWN MINES, LIMITED 


BENEFITS FROM DEVALUATION 
LARGER PROFIT RATIO 
MR W. H. A. LAWRENCE’S SPEECH 


No. 15 shaft area where two winzes worn 
being sunk had so far been encouraging. a 
able ore developed at 1,357,100 tons hj 
been 177,500 tons less than the figure for the 
previous year, the average value being lower 
by 0.2 dwt. per ton. : 


UNPAYABLE ORE NOW AVAILABLE 


As a result of the lowering of the pay lim: 
following devaluation, 1,245,000 cone at - 
viously unpayable ore had been added to 
available reserves. At December 3], 1949 
the available reserve had been estimated 1 
be 9,535,000 tons, or only 275,600 tons more 
than the estimate made the previous yea 
Bur for devaluation, therefore, a steady 
decline in ore reserves which had been 4 
feature of operations during the previous teq 
years would have continued. 


That decline was to be attributed not only 
to the unavoidable drastic curtailment of 
incline shaft sinking and other off reef de- 
velopment during the war period, but also ~ 
a decrease in recent years in the percentage 
payability of the Main Reef Leeder ang 
the deterioration of values on the South Reef 
Persistent postwar labour shortages, couple! 
with the necessity of maintaining mil! ton- 
nages at economic levels, had prevented sufi. 
cient development being done to ensure thy 
tonnage developed replaced tonnage mined 
from reserves. Present indications were tht 
the ore reserve would continue to decline 
over the next two or three years and thi 
thereafter prospects would be governed by 
the percentage payability of the Main Ree! 
Leader in unexplored areas below present 
workings. 


A NEW AREA 


During the year, the company acquired 
from Langlaagte Estate and Gold Mining 
Company, Limited, 55 mining claims border- 
ing on the north-western section of the com- 
pany’s mine. Most of that area had been 
worked out several years ago, but some blocks 
of the Main Reef Leader were being opened 
up and mined. The opening up of that area 
would provide additional outlets for upcast 
air which would in turn help to combat the 
rise in rock temperature encountered at :t 
creasing depths. 


During the year new surface air cooling 
plant at No. 16 Shaft had been brought into 
commission, The quantity of air delivers? 
underground by the cooling plant at No. ! 
Shaft had been increased and two new fans 
had been installed on No. 41 level at No.» 
Shaft. Those measures nad materially * 
proved working conditions throughout bs 
deep sections of the mine. 


TAXATION 


No alterations had been made in the bas 
of gold-mining taxation during 1949, but 
owing to the higher ratio of profit to recover! 
resulting from devaluation, the company had 
become liable for the formula tax and 5 
provided a total of £180,765 for taxation 9 
1949, compared with £5,452 in 1948. 


. the 

It should, however, be pointed out that t 
ratio of profit to recovery for 1949 had re 
10.9 per cent., whereas the correspon ms 
figure for the first quarter of the curtet 
financial year was 25.9 per cent., resulting 0 


provision for taxation of £227,905 for & 
quarter, ch 

During the first three months : 
current year, working profit had amounted © 
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“sold at enhanced prices to £36 392. 
SPECIAL BUSINESS 


There was an item of special business in- 
tuded in the notice convening the meeting. 


company law had recently been amended to 
provide for the abolition of the compulsory 
use of distinctive numbers on shares. The 
South African Company Law Inquiry Com- 
mission, which had reported in 1949, found 
shat the advantage of any safeguard provided 
by the numbering of shares had been out- 
weighed by the amount of clerical work it 
involved, and had recommended tha the 
principle of English law should be adopted. 


r 


Shareholders would be asked to pass a special 


the board of directors. 
keen sense of appreciation of the excellent 


work performed for Crown Mines by Mr ment of a final dividend of 20 per cent. on 
Walton and he was sure shareholders would 


join him in expressing to Mr Walton the 
cludec : company’s thanks and good wishes 

sha rs might be aware, English . 
As shareholde gh : aoe The report and accounts were adopted and 
the special resolution was passed. 


FREDERICK LAWRENCE 
LIMITED 


GRATIFYING VOLUME OF TRADE 


The twenty-second ordinary annual general 
meeting of Frederick Lawrence Limited was 
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sulting engineer and finally as chairman of £53,994 brought forward from last year. 
The directors had a there remains an 


available balance of 
£86,156. The board recommends the pay- 


the issued ordinary share capital. 

During the year under review a very con- 
siderable amount of business was transacted, 
and the profit on trading of £83,360 com- 
pares with £63,454 for the year ended 
January 31, 1949. The volume of trade 
done is very gratifying, and reflects the 
satisfaction of the public. 

A new subsidiary company has been 
formed to take over the whole of the manu- 
facturing and wholesale sides of the business 
of B. Maggs and Company. Your directors 
are confident that it will be an advantage 
to separate the manufacturing and wholesale 


-esglution altering the company’s articles of held on May 10th in London, Mr Frederick business from the retail and distributing 


association so aS to enable the directors to Lawrence, J.P., 


on share certificates as soon as the law per-__ 
mitted it. said : 
At the end of the year, Mr A, J. Walton 


Raha knn 
dispense with the use of distinctive numbers Managing director, presiding. 
In the course of his speech the chairman 


chairman and departments, and that, as a result, both 
sections will develop with greater efficiency. 

Forecasting future trade is always a 
difficult task. We start, however, with the 


There was a substantial increase in trade welcome knowledge that the first three 
had resigned from the board of directors. Mr during the year ended January 31, 1950, and 


Walton had been connected with the direc- the profit on trading amounted to £83,360. 


months of the current year again show a 
marked increase of trade in every depart- 


son of the company’s affairs for 30 years, first Taxation totalled £41,264, and after deduct- ment. 


as general manager of the mine, then as con- ing this item and adding the balance of 


The report was adopted. 





NOTICES 
HIS MAJESTY’S COLONIAL SERVICE—GOLD COAST 


The following vacancies exist in the Statistical Branch of the 
Secretariat in the Gold Coast:— 

4) STATISTICAL OFFICER, responsible for the planning and 
analysis of statistics. The appointment is on contract, on a salary 
scale of £660—-£1,300. Age limit 45.° Candidates should possess a 
First or Second Class Honours Degree (or equivalent qualification) 
i Statistics, Mathematics, Economics or other appropriate main 
subjects combined with Statistics. 

(i) SUPERVISOR, CALCULATING POOL, responsible for the 
organisation of computing work and the training of staff. The 
appointment is on contract, on a salary scale of £660—f970. Age 
imit 45. Candidates should have had wide experience in advanced 
computing work. 

In both cases a gratuity is payable on satisfactory completion of 
ontract 

Further particulars of both these appointments, together with 
application forms, can be obtained by writing to he Director of 
kecruitment (Colonial Service), Colonial Office, Sanctuary Buildings, 
Great Smith Street, London, S.W.1, The closing date for completed 
application forms is May 30, 1950. 





UNIVERSITY OF LONDON 


A course of five lectures on ‘“‘The Foreign Trade of Medieval 
rope’ will be given by Professor M. M. Postan (Cambridge) at 
> pm. on May 19th, 23rd, 25th, 26th and 30th at the London School 
f Economics and Political Science, Houghton Street, Aldwych, 
W.C.2 

ADMISSION FREE, WITHOUT TICKET. : f 
JAMES, HENDERSON, Academic Registrar. 


} 


NGLO-GERMAN legal qualifications and experience offered for 
4. Banking, Legal or Commercial post by British Barrister, 
aged 37. University graduate. Foreign Office employment ter- 
inating in July. Good knowledge of both Continental and English 
t usIness conditions.—Box 409. 








G ENTLEMAN, public school, wide experience West African import- 
¥ export trade, desires executive post East Africa. Can introduce 
interesting business proposition if suitable agreement made. Now 
employed by old-established firm dealing in general merchandise 
énd produce. Returning U.K. June/July.—Box 413. 





GENIOR Clerk (male), to take up duties in June, required by 
\7 the Footwear Manufacturers’ Federation which is the national 
‘rade organisation of the boot and shoe industry. Applicants should 
have a wide knowledge of the footwear industry, including costings 
and profit and price control regulations, and a practical knowledge 
of statistical work, Commencing salary commensurate with age 
and experience.—Apply, by letter only, giving full particulars, to 


The Director, Footwear Manufacturers’ Federation, 22, Gilbert 
Street, London, W.1. 


‘AST AFRICA, Old-established Food Manufacturers in Nairobi 

4 require Senior Executive, Qualifications: first-class commercial, 
administrative and sales experience. Maximum age early 40s. 
Free passage, free house, superannuation and medical benefit scheme 
and home paid leave. Salary according to experience, but not less 
than £1,500 p.a.—Replies, in confidence, to Box “ W.R.H.”’, c/o 95, 
Bishopsgate, London, E.C.2. 


ENSUS OF ENGLAND AND WALES, 1931. Classification of 
C Occupations. H.M. Stationery Office, printed in 1934 at 12s. 
Copy of this publication urgently needed for research work. Good 
Ofer Dr. Webb, Institute of Social Medicine, 10, Parks Road, 


RX2curive, in office management, advertising and 
v7 personnel , seeks outlet for ambition and energy. Age 
' excellent references.—Box 410. 








OXFORD UNIVERSITY—NUFFIELD COLLEGE 


APPLICATIONS are invited for STUDENTSHIPS from graduates 
(men and women) who wish to work in the field of Social Studies. 
Applications should be made on prescribed forms, which can be 
obtained from the Secretary, Nuffield College, 19, Banbury Road, 
Oxford, and should be returned when completed, in time to reach the 
College by May 27, 1950. 

Election will be for one year in the first instance, starting in 
October, 1950, but may be renewed for a second year. A nt may 
be attached to the Studentships, the amount of which will be decided 


after consideration of the student’s needs. Students will normally be 
expected to work for a higher degree. 


‘NORTHAMPTON COUNTY BOROUGH EDUCATION 


COMMITTEE 
COLLEGE OF TECHNOLOGY 
Principal, O. F. BAILEY, B.Sc., A.M.1.E.E. 

Required to take up duty in September next, e full-time teacher 
in the Commerce Department to teach general commercial subjects. 
Applicants should hold a Gepree in Commerce or Economics or a 
professional qualification. lary will be in accordance with the 
Burnham Scale for teachers in Technical Colleges. Form of appli- 
cation and full particulars may be obtained from the undersigned. 


H. C. PERRIN, 
Borough Education Offices Chiet Education Officer. 


“* Springfield,’’ Cliftonville, Northampton. 
PRODUCTION MANAGER 


An ethical pharmaceutical house of repute with a factory in the 
north of England wishes to appoint a production manager. The 
person appointed will be responsible direct to the director of 
production for the fine chemical and pharmaceutical manufacturing 
departments, the finishing department and for purchasing. The 
position calls for a person of high executive calibre, capable 
handling the production problems facing a rapidly, expanding com- 
pany. Applications, which will be treated with strict confidence, 
should give full and complete details of career to date.—Box 411, 








PPLICATIONS are invited for appointment as Secretary of a 
4 nt» angi non-political Association with administrative offices 
in London. 

Duties will be discharged in collaboration with honorary officers 
but the successful applicant will be expected to ect as Treasurer 
and to edit a monthly publication distributed to members of the 
Association. 

The Association is large and growing and offers scope for the 
development of initiative and organising ability. 

The commencing salary will be im the region of £750 per ennum. 


Applicants should give fullest details of previous experience, age, 
etc.—Box 407. ; 


HE POPULATION INVESTIGATION COMMITTEE invite appli- 

cations for the position of Research Worker: to undertake 
research into recent .developments in French population policy. 
Candidates should have a fluent knowledge of French and be pre- 
pared to spend some time in France if required to do so. ‘They 
should be qualified to undertake social and be competent 
in the interpretation and analysis of statistical material. The 


intment will be for the period of ear in the first instance 
and the salary offered is between £400 on £700 per annum accor 


to qualifications and experience. plicati with the names of 
two. referees, should reach the Research "Secretary, Popu n- 
Investigation Committee, School of on 
Street, W.C.2, by June Ist. 


ore) 


CCOUNTANT, age 40, public school, 17 years’ '/bank- 
A ing expe . Me gee | fluent German, good reheh, 
with excellent connections and knowledge < en 

Traveling Auditor orvan ‘Lian “Omcer between ‘Head’ Ofte’ aid 
branches queraeae and/or foreign clients. Highest references.— 
x é 
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Investment Statistics 


Company Notes 


Callaher.—Group trading profit declined 
from £1,687,810 to £1,445,891 and net profit 
from £664,103 to £569,058 in 1949. The 
dividend of 32} per cent for the year is 


unchanged. Stocks at the year-end were 
valued at £9,218,907 (£8,922,317). Net 
current assets fell from £8,411,807 to 


£7,858,289 on the year. 


London Brick.—Consolidated profit in- 
creased from £639,692 to £869,982 in 1949 ; 


net profit declined from £227,513 to 
£219,272. The dividend of 15 per cent ts 


unchanged. Net current assets declined from 
£1,656,731 to £1,424,712 on the year. Stocks 
are up from £517,827 to £599,780. 


Duniop Rubber.—Consolidated operating 
_profit for 1949 amounted to £9,480,850 
compared with £10,768,376 in the pzevious 
year. Group net profit was £7,077,995 
(£8,086,789) after taxation of £3,458,867 
(44,327,807). Profit retained by subsidiaries 
was £301,415 (£549,315) and net profit of 
the parent company £2,947,390 (12,924,280). 
An EPT refund of £750,000 has been credited 
to profit and loss account. General reserve 
absorbs £2,000,000 (£1,615,176) and carry 
forward is increased from £1,391,020 to 
£1,440,562. The totai distribution of 15 per 
cent for the year is unchanged. 


Cuest Keen and Nettlefoids.—Group net 
profit declined from £2,918,682 to £2,888,098 
in 1948, after £3,610,295 (£3,651,336) taxa- 
tion and £1,739,632 (£1,376,561) deprecia- 
tion. The 1948 figures include results of the 
parent company and Midlands and South 
Wales Works companies for nine months 
only. A distribution of 125 per cent is 
recommended on the £11,283,150 ordinary 
stock as constituted after the issue in June, 
1949. 


Bristo! Aeroplane.—Group trading profit 
declined from £1,398,558 to £1,225,663 and 
net profit from £609,132 to £439,566 in 1949. 
Taxation absorbed £491,000 (£557,000). In 


1948 a special credit of £60,650 was taken 
into account, The total distribution of 10 per 
cent for the year is unchanged. 


Vickers.—Group trading profit increased 
from £7,927,184 to £10,343,714 and total 
profit from £8,655,353 to £10.849,648 in 1949. 
Depreciation took £1,834,484 (£1,367,489) 
and taxation £4,54s,602 (£3,090.092). Stocks 
and work in  pregress amounted to 
£49,488,963 (£49,378,336) at the year-end. 
Net current assets were £38,080,104 
(£34,674,989). 


Home ard Colonial Stores.—Group trad- 
ing profit increased from £1,964,923' to 
£2,492,909 in 1949. Net profit of the group 
amounted to {£522,411 (£430,638) before 
adjustments for previous years. Stocks at 
the year-end were valued at £7,524,160 
(£7,496,395). 


British Xylonite.— Combined trading 
profii rose from £489696 to £526,519 in 
1949. Net 


group profit was £81,577 
(£88.081). The dividend for the year 1s 


15 per cent. (20 per cent.). Net current 
assets at the year-end amounted to £2,754,793 
(£2,861,043). 


Rio Tinto.—Net return on sales of produce 
by the group fell from £793,997 to £722,048 
in 1949. Total profit after depreciation 
amounted to £413,295 (£355,438). Net cur- 
rent assets at the year-end were £1,011,174 
(£1,526,127). 


De Beers Consolidated Mines.—Revenue 
on diamond account in 1949 was £6,717,084 
(£7,164,022) and total revenue £9,309,497 
(£10,029,528). 


Babcock and Wilcox.—Consolidated trad- 
ing profit increased from £2,108,599 to 
£2,631,342 in 1949. Group total profit before 
taxation was {2,274,523 (£1,750,444). Stocks 
rose from {6,457,075 to £9,143,541 and 
debtors from £5,643,604 to £7,587,813 on 
the year. Bank overdrafts have been reduced 
from £3,235,234 to £1,566,907. 


Capital Issues 


Stilfontein Cold Mining.— jx. y; 
and close on May 1!6th for the een, 
of £2,000,000 St per cent cony 
secured loan stock, 1954-60. 
capital consists of £2,750,000 in 5s. ordinary 
shares. For every £100 of the loan c as 
stockholders may convert £25 into 16 ordinar 
shares between October 31, 1950 and Den 
ber 31, 1951. A further 11 ordinary shares 
may be acquired for £25 of loan. stock 
between January 1, 1952 and June 30, 1954 r 


Central Mining and Investment Corpora. 
tion.—-The CIC has approved the offer + 
ordinary and preference shareholders of 
600,000 £1 ordinary shares in the proportion 
of one new share for every eight shares held 
The existing £8 ordinary shares are to be 
split into eight £1 units. . 

South Wales Transport.—Shareholde, 
are offered £150,000 £1 ordinary shares a 
par on a pro-rata basis, fractions being dis. 
regarded. The company’s capital was 
recently increased to £750,000 by the creatiog 
of 150,000 £1 ordinary shares now the sub- 
ject of this offer. The company is a subs- 
diary of British Electric Traction. 


’ ar 
ertible un- 
Issued share 


New Price Issues 


” Issue Pr ce 


Issue Price | May 10, 
a} 1950 

ae, cies eet Sw we 35/0 47 104 43/44 
British Electric, 34% '76-79. 99 | 991.993 
Calcutta Elec., Deb....... | 98 924-93} 
East Africa 3)°%, (£50 paid).|; 97) | 25—3 | 
English Elec., Deb.......... |; 99 | 103j—104 
Fisons, 44% Deb. .......... | 98 993 —99; 
Howardsgate Trust ......... | .. | 16/9~17/3 
Palestine Elec. ...........-: 20/0 | 21/10}—22/1} 
Pilkington’s, Pref. .......... 20/6 21/0—21/6 


DT ERD even cindsesceaeee 4/0 4/R—5/0 
Silvertown Services .......-- Bae 14/9—15/9 
Steel, Ist Mort. Deb. ....... | 100° 98—100 
a A ES ae 38 100}—1003 
Uganda, 34% (£50 paid).... 98 1i—1j pa 
Ultramar. Deb... 2. sc ncsccese 100 1l0—112 
Vieginia, O.F Bi. cisvcveces 5/0 12/14-12/4h pe 
Be. Bee Be whe ssenscst 100 | 2—2j pu 


® Placing. (a) To Public. 





SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. Notes on the following company reports 
appear in the Supplement : Associated Electrical Industries ; Peninsular and Oriental Steam Navigation; Gallaher; Vickers; Textile 
Machinery Makers ; John Summers ; London Brick ; Lancashire Steel Corporation ; British Paints (Holdings). 


























































































Prices i} | | Net | Gross Pri 
Year 1960 | | Price, | Price, | Yield, | Yield, fear 1950 Last Twe | Price, | Price, | Yield, 
Jan. 1 to May 10, a — “— 10, ie a Jan. 1 toMay 10, P*vidend: Nabe Sacer — be ow > 
High | Low |i ! Low | (a) 6) 
‘ ritis i | i . G. s. | | i } 
1013] 101yy | War Bonds 24% Aug. 1, 1949-51), 1014 | 10143 | 0 2 1 9 5 oy, ritles igsd 
10124 1014 || War Bonds 24% Mar. 1, 1951-53/| 101g | 101g | 012 41116 24 98 d@) | (@ |\Australia 34% 1965-69 137 0 
101} 100% | War Bonds 24% Mar. 1, 1952- 9 16 11/2 0 44 1 (d) (@) |B am 23% 1955-57 215 wl 
300 «100s | Exch. Stk. Feb, 15, 1955.. , O18 3.313 tet 9 50 ¢| 60 « ican Corp. / 50 
102} 100} |War Bonds 2}% Aug. 15, 1954-56 O24 /114/2 4 6h | 6 25 6| § a@|Anglo-Iranian Oil, {1.. 463 
West dont | Nat Bal 4g Ju 18 aot an (143125731 atvioy Wel op s| aso) acct pace on re 
oF | Nat. Def. 5% July . 80/10}, 71/6; 1% a) 15 : (626 
103 101} | War Loan 3% Oct, 15, 1955-59. [. 48 | 213 3 a ret 11/03 é ce} 40 ; Austin Motor, Ord. S — 614 
994)  96f Sav. Bonds 3% Aug. 15, 1955-65), 13.9/3 1 54 70/13 66/-| 7a b| : }412 
100. 97% |'Funding 2}% April 15, 1956-61. | 7 8|210 5/) 140/- | 129/-| 8 a /30 2 
2 2 [Pending 3% a 15, 1969-68... | 968 | 7 3|3 411! 95/3 | a/4) 9 ot ts bp imeee tee ee 3 bl 
unding 4% Ma oosfl i Te] 36/44 | 32/1 5 b ; # 
96 94} |Sav. Bonds 3% pt. 1, 1960-70) | 96 18 2/3 6 3) WA 16/6 20 b Bistilinns Ca Ord. ies 
93 914 Sav. Bonds 24% May 1, 1964-67) a2 | 925 |117 5/3 0114 32/9) 28/9| 8 « ¢ Dorman Long, Ord. {1 56s 
108} | 106) | Vict. Bonds 4% Sept.1. 1920-76) 107f | 108 | 112 3) 5 7 OF 63/1} 59/14] 15 c Rubber, Ord. 41 
; | 9 |Sav. Bonds 3% Aug. 15, 1965-75) 93 93% |11911)3 8 6 44/3) 40/-| 3a! Imp. Ind., Ord. 415 9 
103% | 100 | Consols 4% (after Feb. i, 1957).|| 1023 | 102, | 2 3 0/318 106/3 | 95/-| 13}a | Imperial Tobacco, 6.s% 
944 | GLE Conv. 349% (after Apr. I, 1961). 924 (2 1 6/315 8f] 33/74 29/73 10 ¢ Lanes. Cot r 615 
703 | 66 ee (afterApr.1,1975)| 68 684 12 06 1313 8f| 44/6| 39/3) We ae 
83; | 79} |\Treas.Stk.3°/{afterApr.5 i966). sof | 31 '2 0101314 4f1 63/-| 57/3| 18 ¢ $44 
863  Redemp. Stk. 5% Oct. 1, 1986-96, 87§ | 88 | 2 1 2/310 11f| 40/3| 33/3! i7gb 659 
95% | 90 | WarLoan 34% (afterDec.1,1952)) Qljxd 91Axd| 2 2 1/316 6f, 45/-| 41/-| 8a sus 
T1f | 68 |\Comsols 24%... ....eseceeees: | 6p | (2 0 01312104 324 | 27) t1I1me 290 
955 | 92 ||Brit. El. 3% Gd. Apr. 1, 1968-73, 935 94 (119 9/3 8 Of 55/73) 50/- ¢ qu? 
94 91% \Brit. El. 3% Gd. Mar. 15, 1974-77, 92§ | 923 |2 0 3|3 8104 66/10) 60/6) 45d 257 
99} | 99° Brit. EL3}%,Gtd.Nov.15 1976-79... 4/119 2/310 9] SH) 5 b 453 
20} | B63 | Brit. Tpt. $% Gd. July 1, 1978-88) 88 89 : 110/311 at 13 a $3 i 
| Brit. Tpt. 3% pr. 1, j 19 1 
Sor_| 8st |iBrit- Gas Gd’ $% Mav 1. 1990-96] a 12 2 013i oy ene ee : 
‘ Redemption yields are worked out on the tion that all dated s i 
repaid at latest date. Such yields are marked ‘P, barge Gate nn encartion 
(Funding 4 per cent) on which the yield is taken to earliest date and marked ‘¢’. satest 


(n) Net yields are calculated after allowing for tax at 
* Assumed average life 14 vears. 


? 
e 
5 
z 


after capital bonus. 


(m) Final dividend on increased capital. Yield basis 35% 
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THE ECONOMIST, May 13, 1950 o 


Statistical Summary 
EX CHEQUER RETURNS op IN DEBT (£ thousand) B ANK OF ENGL AND 


PAYMENTS 





: , week ended May 6, 1950, total ordinary Tax Reserve Certs. 3,138 Treasury Bills .... 15,017 
= ves £100,714,000 against ordinary es L ‘ Nat. Savings Certs. 700 
an nditure of 456,533,000 and issues to sinking eatecans ae ian Ma basen ag ne be RETURNS 
jands £600,000. ‘Thus, including sinking fund "| ite kein. ioe 





aliocations of £1,074,000 the surplus accrued | Ways & Means Ad- 



















































































































since April Ist is £43,370,000 compared with ; SABO 55. ese 21,505 
{64,743,000 for the corresponding period a os ee ‘ici MAY 10, 1950 
wear ago. a MONG a scaes _ 25,000 
ORDINARY AND SELF-BALANCING REVENUE 14,905 64,662 
AND EXPENDITURE FLOATING DEST ISSUE DEPARTMENT 
Bachowias (£ million) £ £ 
(¢ thousand) Notes Issued:— Govt. Debt... 11,015,100 
Esti ————— =a SnnnahA See Treasury ove oe Trea- oa 1283,774,677 | Other Govt. ame i 
a a 1 means ; . n Bankg. De- | Securities ... 1288,263,8 
Revenue mate, | Apr. 1,\A r. 1,] Week | Week Bills Advances sary Total ' oe Ga : , 
1950-51) 1949’ | 1950’ lended | ended a ns De- Float- partment .. 16,582,146 | Other _ 710,560 j 
tot, | May | May : Public| of | by | Debt than gold)... 10,460 
May 17, | May 6, ‘ : Tender | Tai Depts, | Eng- | Banks Amt. of Fid.—————- 
1949 | 1950 | 1949 | 1950 ; oon soe Issue 1300,000,000 
pa ce Be Bs So OR i ee ee a , 000, 006 









Gold Coin and 
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ORDINARY { | Bullion (at 

REVENUE | Al ‘ : 248s. per oz. 
incom tet. cos 2 1388000) 92,062 15,405 11,324 2210 J. 2 5889-8 ieee 356,823 
Sur-te | 120, ,050} 1, ; . disenehinileamicssaaale sidhinda i 
Pstate,ei¢., Duties | 195,0 3,400} 3,600 eel tees 5681-9 1300,356,823 | 1300,356,823 
neni 50,00 1,300] 1,050 °0| 1958-7 5765-2 
ann Vie : 3900 2920-6 | 1940-2 
eT. nm? 270,00 , 

eS ae i 2910-0 | 1883- 5708-3 
ther Inland Rev. | 2910-0} 1894- 5726-8 BANKING DEPARTMENT 


Spec ialContributn. 


2910-0 | 1910- 
2910-0} 1925- 
4842+5 
| 


5730-8 

5750-2 : £ { £ 

57 15-3 Capital severe 14,553,000 Govt. Secs. see 520,421,441 
Dele? 65 se aas 3,328,880 | Other Secs.:- 45,174,011 


Tone 


© COMMS SOSAM aH 






























FESS bli j 
Customs . | 870,65) 0} ‘ ? Public Deps.:- 202,366,195 | Discounts and 
abd caceesoe ts 1713, ae atte 2ran Ss | Public Accts.* 23,584,990 | Advances... 15,531,889 
Bassi ae ml = ; H.M. Treas. | Securities.... 29,642,122 
eae 2920-0 | 1959-2 5781-8 ; ss 
Total Customs and | 2930-0 | 1917-9 5739-2 Special Acct. 178,781,205 
Ratit0- sco cccee 1158380 j 
Daas at i ‘ Other Deps.:- 368,039,909 | 
Motor Duties.....| 56,0 elas eet. | peaks... ; 275,219,637 | Notes........ 16,582,146 
Surplus War Stores} 365, 20,688) 8,590 Other Accts... 92,820,272 | Coin........ ‘ 6,110,386 
Surplus Receipts i cccnnantninniisliinandia™ Clikiniestiatlsetniianenteaiiit 
from Trading. .. | 85,006 ot a TREASURY BILLS 588,287,984 | 588,287,984 
PO (Net Receipts) ses 1,300} 2,000 (¢ million) * Including ere Savings Banks, Commissioners 
Wireless Licences. | 13, ove * of National Debt and Dividend Accounts. 
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Sundry Receipts 27,0 ) 
Mis ell Sensei Amount ——- 
(in.Crown Lands) | 70, | Date of _ |Allotted 
— 813, 83 | Tender — at 
Total Ord, Rev... [58978 pipe beee _ Min. COMPARATIVE ANALYSIS 





95,853 100714 
“sta 


({ million) 
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Srur-BaLancine | 
































































































































- Office....... | 172,15 2,700} 2,000 313-3 | 170-0] 10 5-22 39 
ncome Tax on| ¢ 
E.P.T! Refunds. | Feb. 210-0 | 304-0] 210-0] 10 5-44 66 ” 
220-0 | 287-4] 220-0] 10 5-96 69 
230-0 | 294-5 | 220-0] 10 5-75 63 
220-0 | 2744] 220-0] 10 6-44 18 | ! 
to meet payments M . = T . 1277-7/1280-3 1283-8 
; Mar. 3 | 230-0 | 321-6] 230-0] 10 5-23 5? | Notes in circulation..... 283 
Esti __{£ thousand) |,” 10 | 230-0 | 307-2 | 230-0] 10 5-54 | 65 
Expendi on 17 | 230-0 | 274-7 | 230-0} 10 5-98 79 MME cic evciceccneccs “4 22-6) ~ 20-0} 16-6 
- -xpendi ture . 1, | Apr. 1, | Week | Week ” 94 | 230-0 | 294-8 | 230-0} 10 5-84 10 j 3 
1950 | ended | ended " 31 | 230-0 | 273-5 | 230-0] 10 3-22 7 | _ securities® .........4 . 299- 31299-311299-3 
Apt. 6 | 240-0 | 301-7 | 240-0] 10 3-21 13 OUR oc psiinitcscoriessd 0-4) 0-4) 0-4 
. 14 } 230-0 | 301-8 | 230-0} 10 2-90 67 Valued at s. per fine 03... 248/0| 248/0, 248/0 
*" 21 | 230-0 | 306-4 | 230-0] 10 2-82 65 Banking Dept. :— é 
EXPENDITURE 28 | 240-0 | 337-1 | 240-0} 10 2-84 60 its -—~ ; 
Int. and Man. of| . blic Accounts ........ 13:9| 18-4) 23-6 
- Nat. Debt..... | 490, May 5 | 250-0 | 337-6 |} 250-01 10 4-30 3 Treasury Special Account 169-8) 178-8) 178-8 
Payments to N. aa ne aan CIEIEInaEIE DINED SRS SENET RER EEE . F ESE 288-8! 278-0) 275- 
freland........ On May 5th applications for 91 day bills to be paid Ss oxen c once aca 89-5} 88-81 92-8 
), Other Cons. Fund! from May 8th to May 13th were accepted dated Monday | ECE aa 562-0) 564-0] 570-4 
SNE 6a occ i as to about 3 per{cent of the amount applied for at | Securities :— 
. Ruse £99 17s. 4d., and applications at higher prices were Government............ 501-0) 500-2) 520-4 
Ry et | 537,000 aomapied in full. Applications for payment on Tuesday Discounts, etc........... 22-0; 21-8) 15-5 
d Supply Services . . 2918069 to Saturday were accepted at £99 17s. 5d. and above OO. csc dove Cres cckck 28-4, 33-8} 29-6 
al | in full. Treasury Bills to a maximum of £240 million | Total... .............-. 551-4) 555-8) 565-5 
0 Total Ord. Expd.. 3455069) 296,852) 291,24 are being offered for May 12th. For the week ending | Banking dept. res......... 28:4) 25-9) 22-7 
1 Sinking Funds, .. . | oe : 1,07 May 13th the banks will be asked for Treasury deposits % % % 
j Teted | | : to a maximum of £30 million at 182 days. “ Proportion *....ecessses 8-0| “4-6 ‘3-9 
9 otal (excl. Self-| 
; Bal. Expd. q AVi 
‘ xpd)... . |3455069) 298,049 NATIONAL SAVINGS * Government debt is £11,015,100, capital £14,553,000. 
2 Seir-BaLancmne (¢ thousand) Fiduciary issue lowered from {1,350 million to £1,300 
o Post Office , . million on January 11, 1950. 
stttees Week Ended 
. = tee on Apr. 30, | Apr. 29, 
‘.P.T. Refunds pr. 50, | Apr. 29, | / 
oe. i949 '| 1950 
i bivee cums GOLD AND SILVER 
.,\ter increasing Exchequer balances by £374,010 to Gibbiaies > e ’ 500 The Bank of England’s official buying price for” gold 
: £5,412,249, the other ames for the " a was raised from 172s. 3d. to 248s. Od. per fine ounce on 
3 the gross National Debt by £39,756,701 to £25,803 million. Net Savin, September 19, 1949, and the selling price to authorized 
0 Defence ates meas Pe dealers from 175s. Od. to 252s. Od. per fine ounce, . Spot 
4 iad Sls NET RECEIPTS (¢ Receipts ; 1,400 | cash prices during last week were as follows :— 
La Se nent Fa wes Pee sey eens tset ss , 
$A a at Act ato am ag Repay mt i. 
ot NE ~~ 476 Net Savings ...... senses 
4 Post Otfice and Telegrephe iG Remend ee London |New York| Bombay 
3 EP. Refunds. ..... See eee ewe eee eee . Be one Re ounce|per ounceiper 100 5 is 
4 “Xport Guarantees Act, 1949, 6. 3(2)............ 75 Ms coc se sens 
i Housing (Scotland) Ae, 19g, $. and d. 
(Financial ) Act, ee re oe BS 
a Local ae ikea tee POPP e eee eee ee eee eee eee 345 
o uthorities Loans Act, 1945, s. 3(1)........ 2,600 | Total Net Savings......... 
4 Oe Resourees net, 1948 3 Interest on certificates repaid 
% Finance Acta, 1946 eed ap l ie eeie ee ee eeewee 


ee 





The West Indies 


We can assist you to investigate trade poss'- 

bilities in this expanding field where we have 

been established since 1899. Correspondents 
the world over. 


London Offices—6 Lothbury, E.C.2. B. Strath, Mgr 
2-4 Cockspur St., $.W.1 L. R. Newman, Mgt 


THE ROYAL BANK 
OF CANADA Ore T20 tranches + 


Canada, the Wesi Indir, 
Head Office: Montreai Central and South America, 
Cffices in New York and Paris 


incorporates » Canada » 1869 weth Limited Laabiitty. 


NATIONAL BANK OF EGYPT 













incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 
Commercia! Register No. 1 Cairo. 


- £3,000,000 
£3,000,000 


FULLY PAID CAPITAL - 
RESERVE FUND. -tiC«C- 











London Office: 


6 & 7 KING WILLIAM STREET,E.C.4 
Branches im all the Principal Towns in EGYPT and the SUDAN 





REFUGE ASSURANCE COMPANY LTD. 


Chief Office: OXFORD STREET, MANCHESTER 1. 


ANNUAL INCOME EXCEEDS £18,000,000 
ASSETS EXCEED £112,000,000 
CLAIMS PAID aoe oe £207 000,000 
) 






WE could cite many instances where a sound idea has made the 
difference between a descending Sales Chart and one showing 
a sharp upward curve. For sound and successful advertising con- 
sult SAMSON CLARK & CO., LTD., 57-61, Mortimer Street, W.1. 
MUSeum 5050. 


Pages somnne ORR & PARTNERS seek additional staff for the 
/ Accountancy and Administrative Division of their professional 
work as Consulting Specialists in Organisation and Management. 
Applicants must satisfy the following requirements: 

1. Professional qualification in Accountancy. 

2. Some years’ responsible executive experience in senior industrial 

appointments. 

3. Knowledge and experience of modern techniques of Cost Control. 

4. aeune general education and wide interest in contemporary 

affairs. 

Successful candidates will be trained as Management Consultants 
at the Company's own Training Centre. Applications should be 
addressed in WRITING to the Company’s Offices, at 7, Park Lane, 
London, W.1, quoting Reference C.1037. 

YANADA rewards those agonising to understand, objectively, the 

/ who, what, why, where, when, how, of selling to her. Canadian 
executive, American-trained, visiting Britain, seeks employment in 
Canada.—BM/HLMX, London, W.C.1. 


ALM BAY HOTEL—finest position in Cliftonville. An Hotel of 
distinction and charm offering every modern comfort and personal 
service; French chef; fully licensed.—Write for brochure to the new 
owners’ Manageress, Miss E. M. Johnson, or telephone Margate 385. 


CONOMISTS 1947, 1948, 1949, complete for sale. What offers a 
Postal 

The London University B.Sc. Econ. Degree is a valuable qualification for statistical 
research and welfare work in commerce and industry, and for teaching or administrative 
residence. You may prepare for the three examinations at home under the experienced 
guidance of Wolsey Hall (est. 1894): moderate fees payable by instalments, if desired. 


#4 Box 415, ee ss Ses 
Tuition for B.Sc.EG ON. 
posts under Education authorities, etc. The degree is open to all without University 
Prospectus from Dept. P17, WOLSEY WALL, OXFORD 


A ES AEE EERE RE EERE LE NEDA TSE EP EI 
“Printed in Great Britain by St. Cusments Press, Lrp., Portugal § Kingsway, London, W.C2.” 
at 22, Ryder Street, St. James's, London, S,W.1. U.S. Representative: R tee 


THE ECONOMIST, May 13, \9;, 


#GGREGATE ASSETS 
:t 3ist March 1949 
£96,642,721 


Represented r 
Fr et 
ic) > . 
Seve, Fiji’: Apia, sate 
Head O“ice: WELLINGTON, N.Z. 


i ee 44 
ictoria St., E.C. P. L. Porter, General Manager, 


l, 
O. M. Samuel, Manager. 


Branches : Arendal, Brummunddal, Flisa, Grimstad, Kongsvinger, 
Larvik, Lillesand, Mandal, Porsgrunn, Risor, Skarnes, Tonsberg, 


Every Description of Banking Business transacted 


CITY OF BLOEMFONTEIN 
FOUR PER CENT INSCRIBED STOCK 1954 
CITY OF JOHANNESBURG 
THREE AND A HALF PER CENT INSCRIBED STOCK 1%8/i 


CITY OF PRETORIA 
THREE AND A HALF PER CENT INSCRIBED STOCK 1%3/i 


NOTICE is hereby given that in order to prepare the Warrants 
for Interest due July 1, 1950, the Balances of the several Accounts 
in the above mentioned stocks will be struck on the night of June lst 
next, and that on,and after June 2nd the stocks will be transferable 
ex dividend. 

For Barclays Bank (Dominion, Colonia! and Overseas), 

‘ (London Registrars of the above Stocks), 
ROBE WHYTE, Manager. 
Circus Place, London Wall, E.C.2. May 8, 1950. 


CITY OF BLOEMFONTEIN 


FIVE PER CENT INSCRIBED STOCK 1960 


NOTICE is hereby given that in order to prepare the Warrants 
for Interest due June 50, 1950, the Balances of the several Accounls 


in the above mentioned Stock will be struck on the night of ar 


ra Penn on and after June lst, the stock will be transfera 
ividend. 
For Barclays Bank (Dominion, Colonial and Overseas), 
(London Regtrars of the above Stock), 
ROBERT WHYTE, Manager. 
Circus Place, London Wall, E.C.2. May 8, 1950. 


——ee 


THE ALEXANDRIA WATER COMPANY, LIMITED 
PAYMENT OF DIVIDEND 


NOTICE IS HEREBY GIVEN that a Dividend of Ten_ Shilling 
per £5 Share on Coupon No. 123 will be paid without deduction 
British Income Tax, but less Egyptian Government and Alexandria 
Municipal Taxes amounting to Is 2.76d. making 8s. 9.2{d. net, ® 
and after May 15, 1950, at the National Bank of Egypt in Alexandr 
at Rue Toussoun, or in London at 6, King William Street, E.C. 

Net Profits for the year ended December 31, 1949, £151.20 (last 
year £126,000). 

Dated, Alexandria, Egypt, May 4, 1950. 

y order of the Board, 3 ’ 
ROBERT WALTON, Manager. 


THE TRUTH ABOUT ADVERTISING 


by Robert Brandon 


is written fo: those with an in ui mind who would like to know 
how advertising can De used to barter advantage in their busin’ 
We will be pleased to forward the complete prospectus to readers 
The Economist. 


ROBERT BRANDON AND PARTNERS, LTD.. 
Advertising and Public Relations, 
45 Dover Street, London, W.1. REGent 0901/2. A 


OTHER NOTICES APPEAR ON PAGE 1101 8 = 
weekly by THe Economist Newsraree, L1., 


Published weekly 6 
. S. Farley, 111, Broadway. New York, 6.—-Saturday, May 13, 1950. 
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